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EDITORIAL 


As We See It 


Speaking the other day at Williamsburg to the 
1957 Governors’ Conference, the President did 
well to call sharp attention to the degree that 
power has of late vears been concentrated in 
Washington, and to the related tendency of the 
central government to take over more and more 
of the functions previously and normally and 
wisely left to states and local governments. “Our 
governmental system, so carefully checked, so 
delicately balanced. with power fettered and the 
people free, has,” he said. ‘survived longer than 
any other attempt to conduct group affairs by the 
authority ot the group itself. Yet a distinguished 
scholar has only recently counseled us that in 
the measurable future. if present trends continue, 
the states are sure to degenerate into powerless 
satellites of the national government in Wash- 
ington.” 

At another point the President warned that 
“being long accustomed to decentralized author- 
ity, we are all too inclined to accept it as a con- 
venient, even ordinary, fact of life, to expect it 
as our right, and to presume that it will always 
endure. But in other lands over the centuries 
millions, helpless before concentrated power, 
have been born, have lived and have died in 
slavery, or have lost their lives and their liberty 
to despots.” 

We have on more than one occasion in_ this 
space felt it our duty to call attention to this 
overcentralization of power and of functions. It 
has been going on for several decades. The 
changes inaugurated by the New Deal are almost 
incredible. Congress and the courts have again 
and again and again assigned to the Federal Gov- 





Continued on page 28 
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The Most Serious Situation 
Confronting This Country 


By HONORABLE HARRY FLOOD BYRD* 
U. S. Senator from Virginia 
Chairman, Senate Committee on Finance 


Asseverating there is nothing more destructive than the 
destruction of one’s currency, distinguished Senator 
heading current monetary inquiry underscores the dan- 
gerous threat to our economy posed by a more serious 
inflation than that of 1940-1952, and ruinous public 
spending and debt. Recalling our last recession and 
contending a drop in national income to that of pros- 
perous 1955 would result in a $12 billion deficit, Sena- 
tor Byrd questions our reserve-capacity in view of Treas- 
ury’s dilemmatical inability to bor- 
row more at higher rates and to raise 
taxes. Praises first sincere economy- 
wave in 25 years, presents tax reduc- 
tion program based upon excising $8 
billion road spending increase, and 
denies Presidential budget-cutting co- 


operation. 
It is my opinion that the most 
serious situation confronting this 





country today is the question of 
inflation and I do not believe that 
the public generally realizes the 
dangerous implications of this pres- 
ent situation that confronts us. And 
I think it’s the obligation of all of us to inform the peo- 
ple as to the conditions that exist. 


We lost in the period from 1940 ot 1952 48 cents of the 
purchasing power of the dollar. Never before in the his- 
tory of our country has such a loss occurred. One year 
we lost nine cents, another year we lost eight cents, an- 
other year six cents. And then in 1953 the dollar was 
stabilized. It was stabilized for ’53, ’54, 55 and until 
the latter part of °56, and then 


it began to lose 
Continued on page 33 


Harry F. Byrd 





*An address by Senator Byrd before the National Citizens Com- 
mittce to Curb Inflation, Washington, D. C., June 24, 1957. 
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Global Stalemate 


By DR. MELCHIOR PALYI 


Current international economic and political events are 
analyzed by Dr. Palyi who finds that the many troubles 
besetting the Soviets serve to keep the peace and pro- 
vide a propitious opportunity for aggressive Western 
diplomacy to take advantage of Russia’s predicament. 
The author critiques the three assumptions of the Eisen- 
hower Doctrine, and in examining Europe as a whole, 
decries our policy of anti-colonialism and boondoggling. 


The foreign policy balance sheets of the Khrushchev 
and Eisenhower regimes are remarkably similar—both 
are negative. Both have lost ground. The remarkable 
thing is that neither of them is really responsible for 
the losses of the other; they occurred 
fortuitously, as it were. And so far, 
neither of them has succeeded in 
drawing much profit from the fail- 
ures of the other. 


Russia’s Diplomatic Isolation 

At home and abroad, the rulers of 
Russia have gone in the last seven 
months from one humiliating defeat 
to another. Mr. Dulles can scarcely 
take credit for any of them. Surely 
not for the lightning at Poznan or 
for the Hungarian thunder storm, 
the two most spectacular landmarks 
in the unexpected turn of the Krem- 
lin’s prestige and power; still less 
for the economic troubles which 
have burst on it. In fact, the State Department’s theory 
was represented as recently as in the summer of 1956 by 
Mr. Kennan’s coexistentialist thesis that the satellites 
were irrevocably buried under Russia’s might and had 
to be written off. Also, official Washington was cease- 
lessly promoting the thesis of her tremendous economic 
progress (with gullible American businessmen serving 
as eyewitnesses — usually after a two-to-three weeks 
“guided” tour of that vast country). 


To the great embarrassment of Moscow, its diplomats 
have maneuvered themselves into almost total isolation. 
The change from the global “popularity” of Khrushchev 
and Co. to their present “doghouse” position is scarcely 


Continued on page 26 
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The Security I Like Best 


A continuous forum in which, each week, 


a different group of experts 


fn the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


MONTE J. GORDON 
Manager Research Dept., Bache & Co., 
New York City 
Members Leading Stock and 
Commodity Exchanges 

Georgia-Pacific Corp. 

The efforts of management to 
develop basic earning power for 
a corporation are among the most 


highly significant developments 
in examining 
the securities ‘ ’ 
of any com- 


pany. Such 
efforts can 
take the form 
of careful or- 
ganization, di- 
versification 
of product 
mix, develop- 
ment of new 
products 
and/or the ac- 
quisition of 
the basic re- 
sources of 
production, 
The latter point is to me the story 
behind the improvement in the 
future outlook of Georgia-Pacific 
Corp. I regard the stock which 
represents a major producer in 
the U.S. of plywood, lumber, pulp 
chips for the paper industry and 
miscellaneous forest products such 
as hardwood and logs as attractive 
for substantial capital with 
calculated risk. The company is 
one of the largest holders ol 
Douglas fir and owns 10% of the 
world’s known remaining Red- 
wood supply. Between and 
1958, prospects sizable 
gain in reflecting the 
timber cutting profits realizabk 
from timber stands, the capital 
gains vax benefits on such profits 
and integration of recent acquisi- 
tions. 

The element of speculative risk 
entering into this situation is a 
result of the manner in which two 
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of its most recent acquisitions, 
namely Coos Bay and Hammond 
Lumber, were financed. These 


acquisitions 
marily through 


were financed pri- 
long term debt 
and, as a result, in 1957 interest 
requirements will be about $5.8 
million and minimum sinking 
fund needs about $6 million. The 
company has available a high cash 
flow from depletion, depreciation 
and net income which should en- 
able it, given a continued high 
level of business activity. to meet 
this debt requirement with rela- 


tive ease. These two acquisitions 
have significantly increased the 
company’s timber holdings from 


1,650 board feet per common share 
in 1955 to 4,145 board feet per 
common share in 1956. The Red- 
wood obviously is of particular 
value since the supply in quite 
limited. 


Georgia-Pacific 
portant tax advantage since it 
may take a depletion charge 
which is non-taxable on cuttings. 
What's more, the company takes 
a capital gain on the difference 
between the price at which the 
timber is on the books and the 
prevailing market price of trees 
to be cut. 


realizes an im- 


In 1956, earnings based on the 
number of shares outstanding 
of Dec. 31, 1956 were $?.26 
share compared with 1.95 per 
share in 1955, also adiusted for 
the number of sb?res outstanding 


as 
per 


at the end of 1956. In the first 
aquarter of 1957. net income was 
up only slightly, being equal to 


about &9 cents a share compared 
with about 58 cents a share in the 
first quarter of 1954. Sales were 
up sharvly reflecting the recent 
acquisitions but a significant in- 


crease in operating costs tended to 
trim the gain in net income. Con- 
sidering the decline in plywood 
prices compared with 1956 and the 
lower rate of residential construc- 
tion, the earnings reported in the 
first quarter are quite satisfactory. 

In early 1958, a paper and pulp 
mils Will come on the line at To- 
ledo, Ore. In addition, the com- 
pany holds a contingent timber 
award from the U.S. Forest Serv- 
ice covering 715 billion feet of 
timber in Alaska. A pulp mill 
must be in operation by 1961 to 
make this award complete. 

The yield on the shares at pres- 
ent levels (34's) is rather modest. 
It is not anticipated that cash 
dividends will be increased in the 
foreseeable future in view of the 
company’s substantial cash re- 
quirements to expand and inte- 
grate and service the territory. 


M. KYPAR 
President 
Kylar Research Associates, 
Forest Hills 75, N.Y. 
LING ELECTRONICS, INC. 


I believe Ling Electronics. y 
now trading around 71% Over-the- 
Counter, has a good speculative 
potential to appreciate better than 
50° within 17 
months and 
would proffer 
it. to this au- 
gust forum,for 
this reason, 
the Security | 
Like Best. 

Ling Elec- 
tronics, Ine. is 
a rather 
unigue com - 
bination of an 
electronics 
business and a 
conventional 
electrical con- 
tracting and 
supply business. About half of the 
company’s $4.5 million sales (es- 
timated for fiscal year ending July 
31, 1957) and 55% of its profits 
stem from electronics and the re- 
mainder accrues from electrical 
engineering, contracting and sale 
of specialized supplies. The com- 
pany expects to earn 60 cents per 
share on the 800,000 common 
shares outstanding for the July 
1957 vear, and projects a better 
than 70% inere in both sales 
and income for 1957-58 year. 

The principal products of the 
electronics business are sine-wave 
vibration testing systems and elec- 
tronically driven random 
and complex wave vibration 
tems. These “vibrators” are 
by the aircraft and missile indus- 
tries to stimulate various opera- 
tional stresses, for testine nur 
poses, as well as in the vroduction 
line, for quality control purposes. 
Ling has proprietary rights on the 
design and on several key com- 
ponents of these systems which 
range in price from $8.000 to $80.- 
000 apiece. The electronics part 
of the business was originally 
founded in 1953 as L. M. Flec- 
tronics. During the first three 
vears of its existence, while ner- 
fecting the design of the vibration 
systems, the company became fi- 
nancially extended and was ac- 
onired by Ling Flectric, Ine. in 
1956. Line Flectriec chanced 
its name to Ling Industries, sep- 
arated the electronics part which 
became Ling Electronics, and sub- 
seauently pumped in £1.3 million 
new cavital jnto this senarate 
company bv wav of a public offer- 
ing of the securities fceammoan 
stock and convertible debentures) 
of Ling Flectronics. Ine. in De- 
cember 1°56, Ling Irdustries. tre 
parent-affiliate, continues to own 
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about 400,000 shares of Ling Elec- 
tronics common. 

For the July, 1957 yvear the elec- 
tronics civision of Ling Electron- 
ics should gross about $2 million 
and net approximately 30 cents 
per share. Its order’ backlog is 
currently above $2 million with 
quotations outstanding on nearly 
$3 million worth of additional 
business. A 35,000 square foot 
plant addition (to present 19,000 
square feet) is being readied in 
Los Angeles and should become 
available late in 1957. Based on 
business booked and new order 
trends, the electronics division is 
anticivated to gross $4 million and 
net close to 60 cents per share 
during the 1957-58 fiscal year. 
What multiple should an investor 


apply to such earnings and pro- 
jections? 
I believe there are several rea- 


sons why the vibrator business is 


deserving of a high multiple. First, 


Ling has a strong trade position 
and 1s estimated to account foi 
about 35°, of the vibration eauin- 


ment market. It is also practically 
the sole West Coast manufact're 
of clectionic vibration svstems a: 
its two pvincipal competitors are 
located on the East Coast. Sec- 
ondly, Ling’s management is voung 
ond cqgressive, Mr. C. G. Picrre 

President. formerly Chief Engi- 
neer of the West Corst civision 
oft As 7 oat ataln| Bro . leactine cs... is 
a well-known 39-year-old enevi- 
neer who originally developed the 
systems; Mr. R. F. Martin, in 
charge of production, is 36 vears 
old, and Mr. J. A. Ross, chief en- 
gineer, is 29 years old. Like sev- 
eral similar groups of youthful 
engineers, rich in ideas and tech- 
nological talent. these young men 
and their associates are intent on 
giving the lie to the popular dic- 
tum that present-day tax rates 
render it impossible to create new 
millionaires. If they make it, the 
investor should benefit. 

Thirdly, Ling’s product has 
barely started carving out a mar- 
kei for itself. It is estimated that 
industry volume in vibration sys- 


tems and components may reach 
$30 million in about two years 
when various missile and super- 


sonic aircraft programs will step 


If 


up. Ling does no better than 
maintain its proportion of one- 
third of this business, the com- 
pany could show sales of $10 mil- 
lion on vibrators alone. Finally, 
Lineg’s research can open up en- 
tirely new areas of business. The 
company is now conducting re- 


search in sonar and ultra low fre- 
avency sound trarsmiscion on 
R&D contracts with the Navy and 
others. It is far too early to esti- 
mate the business potential of 
such work, but management does 
expect that some pro7tuction 
ders in these lines will material- 
ize before the end of 1957. Inci- 
dentally, the above 1957-58 earn- 
ings forecast does not include any 
income from this source. 

The other parts of Ling Elec- 
tronics, Inc. consist of a contract- 
ing division (Grady) and a wire 
and cable assembly division (F!- 
wico). Grady was acauired in 
Januarv 1957 for 74000 shares of 
Ling Electronics. The Gradv di- 
vision will gross of about 
$2.5 million for the July 1957 year 
and earn around 30 cents ver 
share. Note that this acanisition 
doubled the company’s sales and 


or- 


show 
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‘Revenue Bond Financing 
And Interest Rate Trends 


By GEORGE T. RAGSDALE* 
Municipal Bond Department, Lehman Brethers 


Well known municipal bond manager advises public officials 
on coping with present bond market; affirms the impropriety 
of commercial bank bond-underwriting; and describes five 
fundamental factors affecting interest rates after determining 
that revenue and municipal bonds are influenced by exactly 
the same factors. Mr. Ragsdale believes it might be more 
profitable for public officials to: (1) use long-term, sinking 
fund king-sized issues, when possible, to tap a broader market; 
(2) fellow, generally, best available advice on impreving qual- 
ity and security of their issues; (3) cultivate customers and 
dealers, and try to achieve a situation whereby bonds will go 
up in price after issue—to create a money-making precedent 
for future issues; and (4) limit net teo pressing bond issues . 
for short periods and stretch out financing of construction 
projects over as long a period as cash will permit. Denies 
bidding by bank bond departments would improve interest rate 
structure, and demonstrates that investors determine markets. 


teporting on the recent con- 
ference of the Municipal Finance 
Officers Association in St. Paul, 
George Wanders, Editor of “The 
Daily Bond Buyer,” observed: “In 
the lobbies of the hotels there has 
been a good deal of informal 
grumbling about the relatively 
high cost of long-term borrowing 
by the States and municipalities. 
Some of the officials feel that 
postponement of their bond sales 
‘might be advisable. Others are 
convinced that rates may go still 
higher, and that it is best to float 
bond issues without delay.” 

Among municipal bond dealers, 
there is also a good deal of infor- 
mal grumbling about the relatively 
‘ow prices of municipal bonds and 
also a wide difference of opinion 
as to whether to postpone buying 
bonds or to buy them without de- 
Inv. In a recent bulletin of the 
Lnstitute of International Finance, 
six reasons are discussed for ex- 
pecting present tight money con- 
ditions to be temporary and eight 
reasons are discussed for expect- 
ing tight money conditions to be 
of long-term duration. Since there 
seems to be no agreement among 
municipal finance officers, nor 
among municipal bond dealers, 
nor among economists about the 
probable future trend of the mu- 
nicipal bond market, we will make 
no attempt to gaze into the crystal 
ball and predict the future. 

However, we will examine the 
present municipal bond market 
situntion and enough of the recent 
market history to try to under- 
stand where we are now, how we 
here and what, if anything, 
can do about it. 

1 would not like for my failure 
to predict the future to cause my 
being characterized as a dodo bird 
‘who flies backwards he 
doesn’t eare where he is going but 
only wants to see where he 
been. 


vot 


we 


because 


has 
Mavbe, a look at where we 
have been, and why we have been 


there, will help one to draw his 





own con¢elusions about where w 
ere 2Zoing. 
"An address by Mr. Ragsdale before 


the American Public Power Association, 
New York City, June 26, 1957. 


Converts Yield to Price 

For a_ telescopic, long - range 
view of where we have been and 
where we are now, may we Took 
at a simplified chart of the munici- 
pal bond market trend-.over the 
last 30 vears since 1927 (Chart 1). 
Source material for this chart 
comes from “The Daily Bond 
Buyer” index of twenty, 20-year 
municipal bonds. This index, as 
published, is expressed in tcrms 
of “yield” to the investor on bonds 
maturing in about’20 vears: How-= 
ever, since many electric revenue 
bonds stretch out to a final ma- 
turity of 40 years or more, I have 
converted the index to a 40-year 
maturity basis, using a good deal 
of statistical freedom. - Alse, since 
“vield” is not so well generally 
understood as “price,” such as we 
see quoted in the daily papers for 
stocks, or wheat or hogs, I have 
converted the index to “price” for 
a 3% 40-year bond, again using a 
good deal of statistical freedom. 

It may be a shock to see that 
municipal bond prices (converted 
from “The Daily Bond Buyer” in- 
dex to 3% 40-year bonds) have in 
the last 30 years gone from 80 to 
58, from 58 to 143 and 143 back to 
86. In terms of interest rate, this 
is from about 4% to about 5717; 
from that high point to about 


1°4°); and from that low point 
about 3°4%. 
For vurposes of illustrating 


points later to be discussed unus- 
ual space has been given to Chart 


No. | to certain years and also 
straight lines have been drawn 
from high points to low points, 


although actually price trends do 
not follow such straight lines, but 
instead follow wavy and irregular 
courses. (See Chart No. 1.) 
Before trvinge to examine what 
caused us to go over this roller- 
coaster market of the last 30 vears, 
as seen in the telescopic Chart 
No. 1, let’s get a close-up portrait 
of where we have been in the last 


year and a half, during 1956 and 
1957. For this purpose, may we 
look at Chart No. 2. also simpli- 
fied and adjusted in relation to 
“The Daily Bond Buyer” index, 
as vreviovsly explained, so that, 


with statistical freedom, dollar 


Continued on page 22 
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WHO BUY THE FUNDS? 


The younger the investor and 
the newer his estate ac- 
mulation, the greater is his de- 


the investment com- 
pany. The 

y tvnical Ac- 
cumutation 

an holder in 
ntual funds 

2 vyvears 
oid, has built 
total assets 

£5,400: ond 

has one-third 

oi those assets 
in 
itual funds. 
QO 4 tns 
hand, 
e typical 


pendence Ol 


or $1,750 





+1 
omer 


A. Wiltrea tiay ip sum” 
er who is 
54 Veal old, with fund holdings 
of $4,920, has only 22° of his 
assets invested in fund shares. 
The typical “venereble” stock- 
holder of the closed-end com- 
panies, 55 veurs of age, owns 
holdings of such skares werth 


$4,685, or only 17'.° of his total 
assets of $26,500. The typical open- 
cid shareholder has §$4.920 in fund 
which is 23°, of his total 
-<sets of $21,470. 

These data, revealing the com- 
parative prevonderance of the 


hares 


funds among the financial assets 
of younger and less-developed 


estates, is shown in current com- 
pilations by the National Associa- 
tion of Investment Companies. 
Incidentally, increasing public 
recognition of the value of the 
closed-end company is rev -aled 


»y the 42°. growth in their nume- 
er being used under the New 
York Stock Exchange’s Monthly 


Investment Plan (MIP) during the 
12 months. This exceeded 
the 36% net gain in the open-end 
accumulation accounts. 


past 


COMING REGULATORY 
PROPOSALS 
The Securities and Exchange 
Commission’s imminent proposals 


i . 
— Observations... . 
Lb —  py A WILFREDMAY === 











for amending the _ Investment 
Companies Act of 1940 will be 
stiniulating increasing interest on 
the part of both company manage- 
ments and the investor. This will 
be largely concentrated on two 
changes in two sections. As the 
law presently stands, (uncer Sec- 
tion 8) managements must enum- 
crate specific items of policy re- 
varding their intentions concerning 
such matters as leverage, Lorrow- 
ing money, underwriting activi- 
ties, operations in real estate and 
commodity contracts, loans to 
others. and portiolio turnover. 

But matters having to 
with investment objectives 
with emphasis on portfolio man- 
neement as—whether it is to be 
run as a specialty, fully admin- 


on do 


the 


istered or common stock fund, or 
income or cavital appreciation 
fund—they now have the discre- 


tion whether to treat these matters 
us items of fundamental policy or 
not (although they have 
stated in the prospectus). If man- 
avement does not elect to call 
these items fundamental policy, 
they do not have to get a permis- 
sive stockholders’ vote tor a 
change: stockholder assent is rec- 
quired only if they so elect and 
hence is, in practice discretionary. 

Under the change now proposed 
by the SEC managements would 
have to declare themselves also 
on these investment policies as a 
matter of fundamental policy; and 
thus the making of any important 
change will detinitely be subject 
to stockholder approval. Whether 
a change in policy 1s approved is 
to be decided by an affirmative 
of 50% of the amount of 
outstanding (or by such 
amount of the outstanding voting 
securities as entitles the holder or 
holders thereof to cast a majority 
of the aggregate votes which the 
holders of all the outstanding vot- 
ing securities of the company are 
entitled to cast). 

An exception is provided in 
a clause reserving to management 
freedom of action to switch to 


avsasweav¥O oclus 


to ve 


vote 


stock 


ats. 
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Proponents of the change justify 
it on the contention that it is 
equally important in regard to 
both of the categories of policy, 
to insure for the investor that the 
rug wil! not be pulled out from 
under him. 


SEC Interference Seen 
Critics of this proposal empha- 
size that the SEC will be enabled 
io move in on management; and 
in the case of disagrecment over 
performance, could second-guess 
management in value judgments 
s to whether the company has 
lived up to its stated aim, as for 
example, between income 

capital gain objectives. 


and 


Further Tightening of Director 
Provisions 

The second major change con- 
templates changes in director 
provisiens, as contained in Section 
10. Under the exiting statute, 40% 
of directors must independent 
of management; that is, they must 


be 


not be affiliated with the invest- 
ment advisers of the company, nor 
be an ollicer or employer of the 


(with 60% 
function). 

The SEC feels that 
tion does not 


COInpany 
tO 


so permitted 


this restric- 
go far enough: and 
that permitting affiliated brokers, 
principal underwriters and con- 
trolling persous, and stockholders 
of the investment adviser to be 
directors, is inconsistent with the 
spirit of the Act furthering man- 
ugement’s complete freedom 
independence, 

Objectors to this proposal point 
out the to which the po- 
tential supply of directors has al- 
ready been narrowed down; 
ing the Federal Reserve ruling 
wWhereunder a bank director is 
forbidden to accept directorship in 
an investment company, 


and 


aercree 


cit- 


Dilutine Privilege to Remain 
The balance of the suggested 
changes are mi: This, by wav 
Ot claring omission, includes the 
failure to provide against inequita- 
ble dilution of the shareholder's 
interest via the sale of additional 
shares below asset and market 
value, where the only change in 
the pertinent section is contained 
in a mere correction of wording. 

If an outright prohibition 
against the sale of stock below 
asset value is considered too in- 
llexible, then at least it could be 
provided that the consent of a 
majority of the common. stock 
shall be a prerequisite, instead of, 
as now. an alternative. This would 
be in line with the philosophs 
exhibited in the Commission's 
first described proposal above. 
holding that management nolicy is 
properly subject to stockholder 
review. 


Or, 


As it is, the Commission in 
continuing to leave the sale of 
stock-below-asset-value unhin- 


dered provided that it is offered to 
its stockholders, gives its blessing 
to their virtual assessment 
through forced subscription to the 
rights to avoid dilution, and entails 
the dilution of every new dollar 
the moment it comes in. And this 
is now particularly inexcusable 
under the new tax law, which 
removing the penalty on the non- 
payment of capital gains divi- 
dends, eliminates the justification 
offered on the ground of over- 
coming funds’ “unwinding.” 


Joins Garrett-Bromfield 

Special to Tue Financia, CHronicie) 
DENVER, Colo. Wayne F. 
Morrison has joined the staff of 
Garrett-Bromfield & Co., 650 
South 17th Street, members of the 
Midwest Stock Exchange. Mr. 
Morrison was previously with 
Mountain States Securities Corp. 


Carrigan With Allyn 


(Special to Tur Financia, CHRONICLE) 
LEWISTON, Maine—William F. 
Carrigan, Jr. has become associ- 
ated with A. C. Allyn & Co. In- 
corporated. Mr. Carrigan was for- 
merly Lewiston representative for 
White, Weld & Co. 
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or 


| The 
State of Trade 


and Industry 
NS = D 


Overall industrial production for the country at large con- 
tinued to follow much the same pattern as in prevtous weeks 
with output in some industries registering modest improvement, 
while declines were the rule in others. In the case of the auto- 
motive companies, production the past week reached the second 
hignest January to June level in auto history and at the same 
time was 4.8% above the week beiore. 

Soft coal production in the week ended June 22 totaled 10.- 
275,000 tons compared with 10,300,000 the week before and 10,- 
i38,000 a year earlier, according to the National Coal Association. 

For the year fo date, the Association estimated bituminous 
output came to 242,285,000 tons or slightly below the 246,701,000 
tons in the year-ago period. 

Claims for unemployment insurance by newly laid-off work- 
ers went down by 11,800 to a total of 202,600 during the week 
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ended June 22, the Bureau of Employment Security disclosed. 
The agency said this was slightly below the previous low 


for the year of 204,800 reported June 1, but it was still above the 
total of 193,500 reported for the like week of 1956. 

Insured unemployment, the bureau added, declined by 53,800 
to a new 1957 low of 1,268,700 during the week ended June 15. 
Hiowever, this was slightly above the 1.195.500 total tor the like 
week of last year. 

Most steel users plan to pass along higher steel costs to their 
customers, “The Iron Age,” national metalworking weekly, states 
this week. An “Iron Age” survey discloses that wherever com- 
petition will allow, prices of products made of steel will go up 
as soon as the added costs can be figured. Since many steel users 
also face higher labor costs in new contracts, the resultant squeeze 
may force some companies to settle tor a narrower profit mar- 
vin, it adds. 

Meanwhile, the long awaited breakthrough in steel demand 
may be just around the corner, says “‘The Iron Age.” Indications 
are that July steel output may not be as low as had been feared 
earlier. In fact, the month may contain the seeds ot an upturn 
that could carry through the fourth quarter. The national metal- 
working weekly adds that July production among the larger com- 
panies could be anywhere from 3 to 8 points higher than expected 
as recently as a month ago. It will depend on individual com- 
pany product mix and how hard salesmen push for new business. 

July is still expected to be the low point for the year, this 
trade weekly declares, but the improved outlook has encouraged 
the mills. Some of the pickup is due to increased ordering from 
Detroit. Part of this represents trial orders for new models, but 
part could be due to need for tonnages to fill in depleted inven- 
tories. 

The “Iron Age” looks for a last-half spurt in automotive 
steel buving for several reasons, including a probable pickup in 
new car sales when 1958 models are introduced. Some of the fac- 
tors that could spur eutomotive steel buying are low inventories, 
rugged competition among the automotive Big Three, and the 
fact that General Motors will go all-out to make a good showing 
in its 50th anniversary year. Then too, Ford and Chrysler will 
be out to hold onte their increased share ot the overall market 
and auto companies will be building up dealer inventories toward 
vear-end and in first half of 1958 as a hedge against labor trouble 
should new contract negotiations break down. 

Another bright spot on the horizon is the improved outlook 
for television production in the next six months. The “lron Age” 
reports that TV will be a hot market for metalworking products 
through second half. TV set makers cut back production by 25% 
in the first five months of 1957. As a result, inventories are low. 
Yet sales are running only slightly below the same period a year 
azo, concludes this trade magazine. 





In the automotive industry the second-highest January to 
June car output in auto history, and a 5.6% increase over the 
year-ago period was recorded last week as the industry ended 
its first-half operations. 


“Ward's Automotive Reports” stated that with Saturday 
operations virtually extinct the past week, United States auto 
plants built 3,370,100 passenger cars in the January to June 
period, 

The volume was 5.6% over the 3,192,597 assembled in last 


Continued on page 42 




















We regret to announce that 
IRVING L. FELTMAN 


has this day retired 


MR. 


from general partnership in our firm, 


Mitchell ¢ 


Vembers Philadeiphia-B 


120 BROADWAY ° 


July 1, 1957 


Company 


Exuchanez 


Stock, 


NEW YORK CITY | 




















Volume 186 Number 5652. 


Undercapitalization of Banks 
In a Free Enterprise Economy 


By H. EARL COOK* 
Chairman, Federal Deposit Insurance Corporation 


After expressing disapproval concerning the continuing and 
growing state of bank undercapitalization and the failure of 
banks to fulfill their immeasurable public responsibility to 
justify a free enterprise banking system, the well known FDIC 
head strongly recommends as a solution to these and other 
problems harassing banking today the extension of public par- 
ticipation in bank shares. The time has come, Mr. Cook main- 
tains, for supervisory authorities to change dividend policy to 
permit higher percentage of net earnings to be paid out, and 
for bankers to reassess the prospects for tapping investors’ 
equity capital in view of little realized restored bank earnings 
performance and prospects. Deplores maximization of bank 
earnings on dangerous, minimum capital margins; and urges 
return to conventional financing. 


3ank capital is a subject which 
I am convinced continues to re- 


quire our most serious considera- 
purpose 


tion. It 
analysis 
suggest a new 
approach ta 
the bank cap- 
ital probl 
Observe that 
IT have re- 
ferred to th« 
“capital prob- 
lem,” notwith- 
standing th: 
a considerabl« 
segment of the 
banking - fi - 


is my in this 


to 


nanclal ¢ - 





munity 

feels that tai: | 

problem h é me. Earl Cook 
been solve For several vears 
there has reasonable sta- 
bility of the aggregate capital 
Margin as measured by the rela- 
tionship of 1 capital accounts 
to total assets. Likewise. the more 
definitive easures of bank cap- 


ital adequacies—such as the capi- 


tal to risk assets ratio—have been 
ranging withi narrov limits. 
Finally the banks themselves, for 
tax reasons or otherwise, have ac- 
cumulated so; substantial valu- 
ation reserves that would go far 
to absor} snrinkages resulting 
from losses on loans or market 
values of bank assets. 

These apparently favorable signs 


have resulted in a tendency to ra- 
tionalize the existing situation as 
quite satisiactory, thereby over- 
looking the that there is a 
continuing problem of undercapi- 
talization o% banks, a prob- 
lem which is growing more seri- 
ous year-by-year. There has also 
developed a ter aency to devote 
attention to the more technical 
aspects of the capital question. 
such as advantages of one type of 
cavital ratio over another, or the 
desirability having preferred 
stock in the capital structure. This 
preoccupation with technical con- 
siderations unfortunately detracts 
from the central core of the prob- 
lem. 

I desire 7 iscuss what I deem 
to be the essence of the problem, 
which is sim; this: A sufficient 
volume of bank capital is essential 


4 <4 0 
1cAv | 


anr 
caliN 





*“An address by Mr. Cook before the 
66th Annual Convention of The Illinois 
Bankers Association, St. Louis, Mo. 


if we are to retain a free enter- 
prise banking system. Let us 
never forget that the commercial 
banking system occupies the cen- 
tral and the most sensitive posi- 
tion in our economic system, be- 
cause it provides by far the largest 
porticn of the nation’s money sup- 
ply. This is a public responsibility 
of immeasurable importance, and 
it is being carried out by individ- 
uals whose equity in relation to 
the total investment of their re- 
spective institutions averages only 
about 7° and in instances 
low as 2% o It is true 
that at the moment this fact seems 


some 


is as 


to be raising no outeryv. but bank- 
ers must Jook to the future. For 
if ank} Pd is 19 continue as a fre 
enternmrise mstitiutiot as it must 
and should the equity of its 


owners must be commensurate 


with the responsibility they have 
undertaken. 
I might this c¢ 


observe i}! 


oOnnec=- 
tion that this responsibility for 
the circulating edium becomes 


oOrtance 
We live 


economy, 


of greater quantitative im} 
with each passing 


in a dynamic, g) 


year. 


owing 


a fact that is refiected in a con- 
tinuing expansion of the volume 
of bank assets. This means that 
the amount of bank capital must 
not only be sufficiently large to 
justify a free enterprise bankine 
system, but it also means that 


sources of additional capital must 


be developed in order to assure 
that the total volume of capital 
grows by at Icast the same rate 
as bank assets. 


Reviews Recent History 

The imnortance of the bank cap- 
ital problem today can best be 
appreciated by reviewing briefly 
some highlights in recent bank- 
ing history. Everyone will agree, 
I believe, that our banks as they 
recovered from the troubles of the 
early 1930's. were in no position 
to launch a capital rebuilding pro- 
gram. Losses had been heavy, 
business was at low ebb, and earn- 
ing power was poor. Further- 
more, there was much to be done 
in rebuilding confidence of de- 
the banking business 
and in convincing bank sharehold- 
ers that investment in this type of 
enterprise was warranted, 

With the outbreak of World War 
Il, the banks in this country were 


positors in 
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confronted by a new situation. To 
be sure, they had made some 
progress from the depressed con- 
altion Of the 1930's. Depositors as 
weil as shareholders, within the help 
of the Federal Deposit Insurance 
Corporation, had begun to feel 
that banking was a sound busi- 
ness. But for the war, tne bank- 
ing community might very well 
have gone to the investment mar- 
ket for new capital. However, war 
demands not onlv closed the door 
on this opportunity but, in addi- 
tion, led to a progressive shrink- 
age in the capital margin. At the 
time there was little concern over 
the relative decline in bank cap- 
ital from about 10% to 5% of to- 
tal assets, since Federal obliga- 
tions were assuming a larger and 
la.,er po ition in the asset struc- 
ture. reaching about 60% of total 
bank assets at the end of the war. 

The cessation of hostilities ush- 
ered 1N a new epoch in banking 
No longer was it necessary for the 
Federal Government to call upon 
banks to finance a costly war. At 
the same time it was evident that 
the resumption of peaceiime ac- 
tivities would bring about an ex- 
pansion in the loan portfolios of 
banks. From the viewpoint of 
both bankers and their supervis- 
ory authorities it was evident that 
asset structures would take on a 
more risky character as holdings 


of Federal ovligations were dis- 
placed Ly a complex of business 
loans. Thus, the stage was set for 

situntion that called into ques- 
1ion bank capital margins then 
prevailing. 

There were, however, two fac- 
tors which prevented the inau- 


guration of an immediate, all-out, 
progivain to raise capital. First, the 
transition vears 1 wartime 
to peacetime not ap- 
climate 
ol new 


ron al 

economy did 
offer a favorable 
investment for the saie 
' wy 


pear to 
ol 
bat shares. Second, it was recog- 
nized that. from a technical point 
of view, the raie 
can maximized 


by emploving only a 


ot bank earnings 
most readily 


minimum of 


be 


capital. This tollows because the 
gross income of banks is derived 
principally from the earning 
power of invested assets, the ac- 
quisition of which depends upon 
the banks’ ability to atiract de- 
posits. An increment to the cap- 
ital account in the form of new 
stock tends to add only its pro 
rata portion to gross operating 


income but may seriously dimin- 
ish the per-share return. So the 
owners of banks find it advanta- 
geous to onerate with narrow capi- 
tal margins. 
Earnings’ Retention Policy 
With these two factors in mind. 
the banking authorities adopted a 
policy which was consistent with 
the wartime conceptions regard- 
ing the availability of funds for 
investment in bank shares and, at 
the same time, was acceptable to 
the special interests of bank share- 


holders. Banks were encouraged 
to bolster their capital accounts 
by retention of a substantial 


amount of earnings. 


Certainly in the early stages of 
the transition period after the war 
ended it would have been difficult 
tc build capital accounts bv any 
means other than the one adopted 
at that time. There were bank 
earnings and it was possible to in- 
sist upon a retention of a portion 
in the capital strucfure. From my 
own experience, I know that it 
would not have been easy to sell 
bank to new investors in 
those years. Nevertheless, it is 
sincere belief today that a 
policy that w primarily useful 
during the period of transition 
should have long since been rele- 
gated to a minor role. For the 
plain fact is that more than a 
decade has passed since the end 
of Wor!d War II but the relative 
level of bank capital is sti'l much 


shares 


my 


below the pre-war standard of 
lO‘. 

Bank capitalization should be 
viewed more broadly than in 


terms of its adequacy as appraised-.. — = meme a 


by bank supervisors. Nor is it 
sufiicient to be primarily con- 
cerned with the narrow interests 
of a few bank shareholders who 
are seeking the advantages of 
trading on a thin equity and 
tnereby maximizing the rate of 
return on net worth. Beyond these 
technical considerations there is 
the fundamental question: How 
can we so arrange capitalization 
of our banks as to preserve the 
best qualities of our system of free 
enterprise banking? That is the 
question towards which I will de- 
vote the remainder of this discus- 
sion, 


Former Ownership Diffusion 
There was a time when owner- 
ship of bank shares was not only 
acsirable as an investment but in 
addition it symbolized to the com- 
munity the owner's stake in a type 
of enterprise that contributed 
much to the economic welfare of 
the area. When I look back upon 
banking as I knew it years ago, 
participation in bank ownership 
appeared to rest on a much broad- 
er base than it does today. Ad- 
mittedity, it is not ecasv to measure 
participation in bank ownership 
especially when we are talking 
about situations widely senarated 
in point of time. Communities 
were much different then than 
now. They were smailer and there 
were not many bank sharehoiders 
bul it seems to me that the group 
comprised a much larger portion 
of our capable and substantial cit- 
izecns. People were sincerely in- 
terested in their local affairs, and 
1 think one will agree with 1 
extent at le 


that to 
stemmed the 


1e 
Some 
interest from 
fusion of ownership in the equities 
of the local banks. 

Why were bank shares looked 
upon good investments years 
ago? The answer to this question 
is relatively simple. Over the dec- 
edes earnings in banking com- 
pared favorably with other types 
of enterprise and the dividend rate 
on the investment was satisfactory. 
The volume of business was re- 
spunsive to the growth of the com- 
munity and investors observed 
that one of the best wavs to share 


as 


in the growth was through par- 
ticipation in the ownership of 
bank shares. Taking into consid- 


eration the alternative opportu- 
nities and the degree of stability 
in the banking business, with its 
reasonable assurance of steady 
crowth and earnings, it was not 
easy to find a better investment 
vehicle. Finally, the publie gen- 
eraliy appreciated that it was im- 
portant for them to invest some 
of their resources in the shares of 


their local banks to assure that 
the community would have the 
bank credit and services so vital 


to its economic life. 

Many, I am confident, have ob- 
served the stimulating effect to a 
community of a bank that is lo- 
cally owned, when 
the distribution of the equity is 
reasonably widespread. This dif- 
fusion of ownership goes a long 
way to break down the barriers 
that otherwise can alienate a bank 


particularly 


(65) 5 
management from the area it 
serves. It is well to remind our- 
selves that a bank is a service 


institution and the earnings de- 
rived from its activities can best 
be disbursed in the form of divi- 
dends to shareholders who also 
are its customers. 

The banking troubles of the 
1930s did much to undermine in- 
vestor confidence in bank shares. 
As a consequence, the healthy re- 


lationship that siemmed from 
widespread local ownership in 


bank shares tended to vanish. 
However, the confidence of in- 
vestors in other types of enter- 
prise also was shaken during this 
period. To a great extent inves- 
tors have now passed beyond this 
period of doubt and misgivings 
for most classes of securities. It is 
my conviction that this can be 
made also true of banking. 


Changed Bank Financing 


Sometimes I wonder if we ap- 
preciate the extent to which banks 
have turned away from the con- 
ventional sources of capital to 
finance expansion. Let me cali 
your attention to a few points of 


reference. Generally speaking, 
bank assets account for about a 
quarter of the resources of all 


corporations in this nation. Not- 
withstanding the magnitude of 
banking resources, the records 
show that banks accounted for 
less than 5% of all the capital 
raised for corporate purposes in 
our financial markets over the pe- 
riod 1954-1956. These statistics 
reinforce the general feeling that 
banks have mace virtually no ef- 
fort to enlist the capital of inves- 
tors in recent venrs. To be sure, 
bank capitalizations have in- 
creased but the major increment 
has been secured through the re- 
investment of earni As a con- 
sequence, there has been virtual- 
ly no diffusion of bank ownership. 

There are many ready answers 
to the question: Why do not banks 
compete with other corporate en- 
terprises for equity funds in the 
capital market? You know the 
generally accepted answers to this 
question and so do I. We are told 
that bank shares are unattractive 
from an inve met viewpoint. 
Figures are cited to prove that 
dividends are abnormally low and 
that earning power is weak. The 
investment prospects immediately 
and over the long term for the 
bank shareholder are painted in 
dismal colors as compared with 
the future in store for investors 
who hold shares in other types of 
enterprise. 


ngs. 


Time Has Come to Selt Equities 
The time has come when we 
should reassess the prospects for 
tapping the capital market by the 
selling of bank shares. As a mat- 
ter of fact, bank carnings have 
been pointing upward for the last 
few years and forces are at work 
in the direction of further im- 
provement. Interest rates on loans 
and securities have moved to 
levels more or less consistent with 
Continued on page 32 
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Tax Exempt Federal Bonds 
And Today’s Financial Picture 


By BEN H. 
President, First National Bank in Dallas 


WOOTEN* 


Espousing tax free U. S. Government bonds, in exchange for 
current issues as they mature, as the solution to our national 


debt problem, distinguished 


Texas banker presents and 


answers arguments against this proposal and maintains there 
is “no reason why an ordinary creek or river levy district bond 
should have a tax advantage over a U. S. Government bond.” 
Besides discussing the crucial condition of the Federal debt, 
Mr. Wooten decries the labor-business ladder of inflation and 
such other major issues as taxation, inflation, and tight money 
in terms of their determinate effect upon the dollar’s value 
and the nation’s fate. Terms Autumn general business outlook 
as good and expects nothing more than the levelling off of the 
major indexes during 1957. 


Forecasting is now a passive art, 
not engaged in stating definite po- 
sitions for the future. Some people 
fear deflation, but the most of us 
fear inflation. 
Business lead- 
ers watch the 
monetary au- 
thorities and 
the monetary 
authorities 
watch the bus- 


iness leaders. 
A new word 
has been 


coined, in- 
tending to de- 
scribe our 
present finan- 
cial status, 
namely, “ex- 
pansionarea.” 
I do not know just what it means, 
but I like to think of it asa growth 
in plant expansion with a watch- 
ful eye on inventories, 

It well to remember in our 
@reat plant expansion program 
that inventories are the breeding 
&rounds of recession. With all the 
market data at our command to- 
day, there should be no great ac- 
cumulation of unsold goods in any 
one commodity to the extent that 
large numbers of people may be 
unemployed over a long period of 
time. 





Ben H. Wooten 


is 


Most of us managers of corpora- 
tions that come within the 52% 
income tax bracket. 52% of the 
days of the year will have expired 
at midnight July 7. Figuratively, 
if not actually speaking, we can 
be comforted by the fact that on 
the morning of July 8, insofar as 
income for distribution to our 
sharcholders is concerned, we can 
begin working for them. keeping 
in mind that up until that time 
Uncle Sam has been our employer. 
Yet, even so, we would not trade 





"An address by Mr. Wooten before the 
Triple Supply Convention, San Francisco, 
Calii., June 18, 1957. 


our old Uncle for any other type 
of governmental relative known 
to man. Although we hold him in 
the highest esteem, we should not 
be blinded to his faults. As busi- 
ness leaders, we have a responsi- 
bility every day of our lives to do 
what we can to induce our Uncle 
to continuously gaze upon the re- 
warding shores of private enter- 
prise, 
Barometer Readings 

The business barometer of vari- 
ous segments of our economy ap- 
peared to stand as of June 17 as 
follows: 

(1) High grade utility bonds 
were selling at the highest vield 
in 25 vears and a “AA” issue sold 
at 4.84%. 

(2) Confidence in business 
strong and growing, as shown bys 
the advance in the prices of stocks 
and industrial planning for plant 
expansion, 

(3) New car sales had in’ Mav 
the best 10-day selling period 
since 1955. 532,000 units were sold. 
which is 3% above that of April 
and slightly above May of last 
year. 

(4) Outlays of construction in 
May were $4 billion, setting a new 
high for the month, and the plant 
expansion estimate for 1957 now 
stands at $46 billion. 

(5) New homes were started at 
an annual rate of 990,000 in May. 

(6) Retail sales volumes ran 1°; 
in the month of May over April 
and were 4° above May, 1956. 

(7) Wholesale prices advanced 
approximately 0.3 of 1% in the 
week of June 15, bringing the 
1947-49 average to 117.5. 

(8) 65,200,000 people were work- 
ing in May. 

(9) The Farm Price Index rose 
0.4 of 1% from mid-April to mid- 
Mav. 

The weak spots that we have 
heard so much about during the 
last few months seem to be show- 
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ing signs of firming. The evidence 
of improvement is still mild, but 
encouraging. 


Good Autumn Outleok 


From the above, we feel justi- 
fied in saying that the outlook for 


autumn business is good, and is 
helping to keep money tight. 


Money is tighter today than a lot 
of people have ever seen it. Con- 
fidence is high, as evidenced by 
the fact that plant expansion is 
going ahead in a most substantial 
way, and not many businesses are 
worrying about their inventories. 
The Federal Reserve Board, under 
present cenditions, is not willing 
to release credit controls — yet 
there are some qualms, especially 
in political circles, about the ulti- 
mate results of tight credit. Long 
and short term interest rates are 
the highest in 25 years, and there 
is still a strong demand for loans. 

Another new word has been 


coined recently: Namely, “pla- 
teauish.”’ The term is used to in- 
dicate a high level of business 


activity for the months ahead and 
we believe that such activity will 
come about. It has recently been 
estimated that the vross national 
product may climb to $435 billion 

much of the increase is expected 
to be caused by creeping inflation. 

Every study indicates that there 
are enough supporting economic 
forces to offset the weak spots. 
and we have no reason during 
1957 to expect anvthine more than 
the levelling off of the major in- 
dexes, 


Attacks Inflationary 
Recession and deflation would 
both intolerable and destruc- 
tive. Yet further inflation is bound 
to generate forces of reaction 
some day. The only sensible course 
to follow from here is one aimed 
to achieve reasonable stability in 
our financial structure at or near 
the level we now are. In every 
business, including mine. we have 


Ladder 


be 


heard many complaints about 
fight money. Tight money, with 
its resulting higher interest rates. 
is inevitable if we are to have 


financial soundness in America. It 
is part of the price we must pay 
for a sound dollar. 

Efforts to shut off inflation of- 
ten run head-on into opposition. 
All of us strongly favor the curb- 
ing of inflation until we ourselves 
want some money for speculative 
purposes—and then it seems that 
we are inclined to feel that the 
ruie should apply to everyone ex- 
cept ourselves. I like to think that 
this is a just human nature at 
work. 

Wise businessmen 
politicians should earnestly and 
seriously ask themselves: “How 
long can the value of the Ameri- 
can dollar stand an annual living 
cost increase of from 3% to 4% 
each year?” 

We are on an inflationary lad- 
cer and this ladder was built 
jointly by business and labor. 
Some vears ago, contracts between 
big industries and labor began to 
provide that increased livine costs 
would automatically call for 
higher wages. If I remember cor- 
rect!v, these agreements were 
reached concurrently with wage 
increases. These increases were 
nassed on to the consumer and 
living costs automatically became 


and astute 


higher. Under the contracts, 
higher living costs called for 
higher wages, thus again calling 


for high living costs. So, we are 
climbing the inflationary ladder, 
round by round, and each step up 
reduces the value of every insur- 
ance policy and every bond. 

It seems to me that it is high 
time that credit agencies, in and 
out of the government, be joined 
by others—budget 
ical leaders, policy 


makers, polit- 
makers, labor 
and business executives, 
in really combating inflation. In 
spite of tight money during 1956, 


leaders 


living costs rose 3.4%. This is con- 
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clusive evidence that it is exceed- 
ingly difficult, if not impossible, 
for lending agencies alone to suc- 
cessfully combat inflation while 
Zovernment, labor and business 
continue to shovel fuel under the 
inflation boiler. 


We have always had tight 
money in times of balanced 


budget, unless there was, hanging 
over the economy, a surplus of 
funds accumulated through deficit 
financing during a time of crisis. 
3alanced budget. expansion of 
Capital investments and _ tight 
money are always fellow travelers. 

Tight money did not stop plant 
expansion: 


$20 billion in 1954 

26 billion in 1955 

36 billion in 1956 

46 billion estimated for 1957 
$128 billion in all four years 
Under normal conditions, the 


tightness of nmonev will ease un- 
der a balanced budget when sav- 
ings equ®l plant expansion, There 
is no evidence at this time that 
this condition will soon came 
about, under an estimated $46 bil- 
lion plant expansion program for 
1957 and savinevs of $24 billion. 
Plant devreciation cannot make 
up the difference. As of Jime 14, 
the “Wall Street Journal’s” week- 
ly report stated that a rise in the 
discount rate by the Federal Re- 
serve Boards may come in early 
summer. 

Prices of stock have been going 
up and down with the least provo- 
cation for almost a year. Due to 
the fact that stock ownership is 
practically free of debt, I do not 
feel that a break in the price of 
stocks would have a very serious 
effect on the general level of busi- 
ness. I do not expect anything 
spectacular to happen in the stock 
market at any time in the 
mainder of this year unless world 
events are of such explosive na- 
ture as to cause great periods of 
anxiety. 


re- 


Ponders National Debt’s Size 


Our national debt is our big 
problem. Senator Byrd of Vir- 
ginia recently said: “History re- 


cords that many nations destroved 
their world positions by assuming 
burdens beyond their capacity. 
The direct Federal debt is equiv- 
alent to the full assessed value of 
all the land, all the buildings. ma- 
chinery, livestock, and everything 
of tangible value in the Unite: 
States. In addition to the Federal 
debt. state and local governments 
owe $50 billion. individuals and 
corporations owe &466_ billion, 
making 9 oranda total febt of thes 
people of the United tates of $500 
billion.” This statement is based 
upon the fact that we, the people, 
owe the Federal and municipal 
debt as well as our own, 

The national debt is of great 
concern and the manner in which 
it is handled vitally affects every 
American. 

At the end of February 1957 the 


_,. Thursday, July 4, 1957 


national debt was distributed as 
follows: 
ESTIMATED OWNERSHIP 


Billien 

Commercial Banks $58.5 

Federal Reserve Bank 23.4 

U. S. Government accounts --- 93.9 

Individuals 

Savings Bonds $49.9 
Other 17.0 

e — 66.9 

Insurance Companies 12.9 

Mutual Savings Banks 8.1 

Corporations 20.6 

State and Local Governments 15.8 

Miscellaneous 16.3 

Total - $276.3 


Of the above national debt. ap- 
proximately $75 billion matures 
within one year: in addition, the 
demand factor of savings bonds is 
extremely heavy due to changes 
in interest rates. This holds true 
in spite of recent adjustment on 
some issues of savings bonds. 

Every student of finance knows 
that it is unhealthy for the gov- 
efMmment to have so many short 
term securities outstanding, and 
that maturities should be length- 
ened. It may be argued that the 
Kederal Reserve ought to come 
into the market and support the 
prices of government bonds be- 
vond their present economic value. 
' do not subscribe to this theory. 
Such a procedure would be highly 
inflationary and in no sense could 
be a permanent cure to the de- 
pressed bond market. 

Proposes Tax Exempt Federal 

Bonds 

I propose the issuance of a tax- 

free U. S. Government bond, to be 


exchanged for current issues as 
they mature. By following this 
method, no new money would 


come off the printing presses di- 
rectly or indirectly, and the econ- 
omy would be strengthened by the 
mobility of bonds held bv those 
persons needing the funds. The 
maturity date now on short-term 
bonds under tax exemption could 
be materially extended. 

In times of crises, every finan- 
cial agency of the government and 
the finances of corporations and 
individuals are properly mar- 
shalled for the purpose of supply- 
ing the needs of the Treasury De- 
partment. At this time, there is 
no war, business is at an all-time 
economic high, tax collections are 
the greatest in the history of our 
country, and yet the bonds of the 
U.S. Government are selling more 
than S5 billion below face value. 
There is, in my thinking, no rea- 
son why an ordinary creek or 
river levy district bond should 
have a tax adva:tage over a U.S. 
Government bond. 

Every person with any money 
to save, invest or spend has a per- 
sonal stake in the way of the na- 
tional debt is managed. And when 
we think about business today. we 
immediately encounter the five 
major issues: 

(A) The Federal budget. 
(B) The national debt. 
(C) Taxation. 

(D) Inflation. 

(E) Tight money. 


Continued on page 47 
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From Washington 


Ahead of the News 


By CARLISLE BARGERON 











From my correspondence I get 
the impression that there are a 
lot of frustrated, yet highly suc- 
cessful men in this country. They 
are powers in 
industry, 
members of 
exclusive 
clubs, men 
who have no 
trouble get- 
ting entree to 
any place they 
may desire. 
But they can’t 
get to play 
golf with 
President 
Eisenhower. I 
have bestirred 
myself in be- 
half of a cou- 
ple of highly worthwhile citizens 
who have written me without any 
success. 

Similarly, the President has 
three cronies at the famous Burn- 
ing Tree Club and they are al- 
ways being harassed. But either 
because they are afraid to try to 
bring anybody else into a four- 
some, or because thev don’t want 
to widen the exclusive group, 
they turn deaf ears to all appeals. 
I have a friend, an excellent 
golfer, who is, indeed, now on his 
way abroad to play in interna- 
tional tournaments in both Britain 
and France, and who is a close 
friend of one of the President’s 
golf cronies. One day driving 
along a road alongside a fairway 
at Burning Tree he spied the Pres- 
idential foursome and stopped to 
watch the play. His friend in the 
foursome saw him and Seckoned 
him over to the gion. My friend 
walked across the fairway where 
his friend greeted him but made 
no effort whatsocver to introduce 
him to the President. The others 
did rot even netice his presence. 
The friend in the foursome later 
explained it would have been im- 
possible for him to introduce the 
man he had called over. 

I read sometime ago what it 
meant fora young man to have a 
date with Britain’s Princess Mar- 
garet. He doesn’t just call up 
Buckingham Palace and ask for a 
date. He puts in sort of a formal 
application. He is notified by a 
functionary and a couple of weeks 
after he has had his date he re- 
ceives a letter from this fune- 
tionary saying Her Highness has 
directed him to say she enjoyed 
herself. 

The President doesn’t take to 
newcomers and he doesn’t like 
any of his cronies trying to bring 
in a friend. For one thing, the 
newcomer feels it incumbent upon 
him to try to make conversation 
and the President doesn’t like 
conversation on the golf course. 
As a matter of fact, his games are 
pretty geim affairs. Very seldom 
does anybody say “that’s a good 
shot, Mr. President.” or when he 
goes into a tran, “Too bad.” Even 
the ebullient George Allen whom 
the President likes as a companion 
as much as he likes anybody, is 
very quiet, if not glum when he 
is plaving with Mr. Eisenhower 
And if anyone should every make 
the mistake of trying to plant an 
idea with the President, of trving 
to get a favor, it would likely be 
the end of the friendship. , 

Frankly, it is not the most 
pleasant experience to play with 
him, though I can appreciate it is 
an honor that few men would shy 
away from. After all, while the 
afternoon may not have been so 
delightful, you can have a lot of 
fun telling about it later. 

The President is not a garrulous 
man and he is not very successful 
at small talk. It is a cinch that 
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while he is on the golf course he 
doesn’t want to talk about any- 
thing serious. He feels mostly at 
ease with Jim Haggerty, his press 
secretary, a relatively young man 
who has, to use the expression, 
come up in the world. 

Up until he acquired the office, 
the press secretaryship, although 
it paid well as compared with the 
pay for newspapermen, was not 
an outstanding one. The press 
secretaries were seldom, if ever 
quoted in the newspapers. News- 


- 


papermen wanted to know what 
the President thought, not what 
his press secretary thought. This 
was true even in the close rela- 
tionship of Roosevelt and Steve 
Early. 

Mr. Haggerty has gained the 
stature of a cabinet officer, with 
more authority than the majority 
of these officers have. He advises 
Mr. Dulles and Mr. Dulles seeks 
his advice. A call by Mr. Haggerty 
to any of the official family - is 
responded to as quickly as if it 
were from the President. Unques- 
tionably Mr. Eisenhower places 
great dependence upon him. And 
it is safe to say that Mr. Haggerty 
is more at ease with the President 
than anybody around him. When 
the Presidential buzzer rings 


around town the man whom the 
buzzer summons jumps as if he 
had been touched with a hot iron. 


Mr. Haggerty seems to take the 
buzzes more in stride than any 
other man. Maybe this is because 
he was associated for years with 
a very cold cucumber, Tom Dewey. 


With Schirmer, Atherton 
(Special to THe Financrat CHRONICLE) 
BOSTON, Mass. — Henry A. 
Donahue is now with Schirmer, 
Atherton & Co., 50 Congress Street, 
members of the New York and 
Boston Stock Exchanges. He was 


formerly with Jackson & Com- 
pany, Inc. 


Smith, Barney Adds 
(Special to THe Frnanciat CHRONICLE) 
BOSTON, Mass. — Edward H. 
Tuton has become connected with 
Smith, Barney & Co., 140 Federal 
Street. 
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Jack Wielar Joins 
McManus & Walker 


McManus & Walker, 39 Broad- 
way, New York City, members of 
New York Stock Exchange. an- 
nounce that Jack B. Wielar has 
joined the firm’s trading depart- 
ment and that Mrs. Daisy Strasser 
has become a limited partner, Mr. 
Wielar was formerly in the trad- 
ing department of Starkweather & 
Co. 

The firm also announces the es- 
tablishment of direct private wireg 


to Muir Investment Corp. of San 
Antonio and Dallas and to Quinn 
& Co., Santa Fe. 
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DIRECTORS 
Cash and Due from Banks . . . . . $ 434,225,708 RICHARD H. WEST 
Securities: Chairman of the Board 
U. S. Government Securities . . . 329,424,845 ranean So fn aia 
Securities Issued or Underwritten ; 
by U. S. Government Agencies . 36,548,046 IIENRY P. BRISTOL 
Stock in Federal Reserve Bank . . 3,150,000 Chairman, Bristol-Myers Company 
Other Securities . ; 3,422,163 WILLIAM N. ENSTROM* 
372,545,054 Chairman of the Executive Committee 
Loans: THOMAS C. FOGARTY 
Loans Guaranteed or Insured President, 
by U. S. Government Continental Can Company, Inc, 
or its Agencies . ca 36,241,532 I. J. HARVEY, JR. 
Loans Secured by Chairman, The ¥lintkote Company 
U. S. Government Securities . 8,055,179 — bo SORE SE. 
resident, West Virginia 
Other Loans . cand Hd Pulp and Paper Company 
Mortgages: 829,764,6 J. R. MaAacDONALD 
g i Chairman and President, 
U. S. Government Insured - General Cable Corporation 
F.H.A. Mortgages . 7 19,860,4 ~ MINOT K. MILLIKEN 
Conventional First Mortgages Vice President and Treasurer, 
on Real Estate . ; 559,045 Deering, Milliken & Co., Inc, 
20,419,450 DON G. MITCHELL 
‘ Chairman and President, 
Banking aoyoe : t OR ile - hs 16,430,880 Sylvania Electric Products Ine, 
Customers’ Liability for . 
: . ROY W. MOORE 
Acceptances Outstanding .... 53,733,779 Cicindn, 
Accrued Interest and Canada Dry Ginger Ale, Incorporated 
Other Assets . eines 7,754,874 MICHAEL A. MORRISSEY 
OGG sy Gs 6s ee $1,734,874,435 New York, N.Y. 
PETER S. PAINE 
~~ Preside nt, 
LIABILITIES New York & Pennsylvania Co, 
a ea re $1,496,661,681 LEROY A. PETERSEN 
Bills Payable ies e+ * 30,000,000 President, Otis Elevator Company 
Taxes and Other Expenses 12,721,055 J. WHITNEY PETERSON 
Dividend Payable July 1, 1957 , 2,000,000 ie > oi 
- nited tates obacco ompany 
Acceptances: Less Amount in oe 
Portfolio. ‘ 57,046,684 Tatas C. POWER 
Other Liabilities . a 6,469,493 General Tek phone Corporation 
Total Liabilities ° 1,604,898,9 13 RAYMOND II. REISS 
Pre sident, 
CAPITAL ACCOUNTS Reiss Manufacturing Corporation 
Capital Stock (5,000,000 shares— $10 par) 50,000,000 pay eed E. mor yy ; 
~ = orme) Aairman of the hoare 
Surplus ..... 55,000,000 and Chief Executice Officer, 
Undivided Profits 24,975,522 United States Rubber Company 
Total Capital Accounts. __ 129,975,522 E.R. SURAT ; 
Total Liabilities and a ‘ - National Dairy Products Corporation 
Capital Accounts $1,734,874,435 WILLIAM J. WARDALL 
New York, N.Y. 
U. S. Government Securities pledged to secure deposits of public FRANCIS L. WHITMARSH 
monies and for other purposes required by law Pre nt, 
amounted to $98,858,093. | lrancis H. Leggett & Company 
. *Di¢ 1 June 7 1057 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Atome Energy Review—Discussirg latest developments in the 
industry—Harris, Upham & Co., 120 Broadway, New York 
Ge ae 

Atomic Letter (No. 28)—-Comments on University of Michigan 
Report about the beneficial use of atomic energy in medicine, 
reports increased earnings and dividends on its shares of 
South African vranium companies and comments on Aero- 
jet-General Corp., Daystrom, Inc., N. V. Phillips and Topp 
Industries, Ine.—Atomic Development Mutual Fund, Inc., 
Dept. C., 1033—30th Street, N. W., Washington 7, D. ol 


Bank Earnings—Bulletin—J. R. Williston & Co., 115 Broadway, 
New York 6, N. Y. 


Bank Stocks—Discussion in current issue of ‘“‘Gleanings’— 
Francis I. du Pont & Co., 1 Wall Street, New York 5, N. Y. 
Also in the same issue is a brief analysis of J. C. Penney Co. 
and a list of selected stocks “in the ’Teens.” 

Sanking Industryv—Study—R. W. 
Street, New York 5, N. Y. 


Burnham View — Monthly investment letter — Burnham and 
Company, 15 Broad Street, New York 5, N. Y. Also avail- 
able is current Foreign Letter. 


Cement Industry of Canada—Review—James 
Sons, 173 Portage Avenue, Kast, Winnipeg 
Building, Toronto, Canada. 


Pressprich & Co., 48 Wall 


Richardson & 
and Royal Bank 


Chemical & Pharmaceutical Industry—Bulletin 
& Co., 20 Broad Street. New York 5. N. Y. 


Economic Review—At mid-vear- 


Smith, Barney 

National Securities & Re- 

120 Broadway, New York 5, N. Y. 

Japanese Stocks — Current information — Yamaichi Securities 
Company of New York, Inc., 111 Broadway, New York 7, 
New York, 

Japanese Steck Market—Review—Nomura Securities Co., Ltd., 
61 Broadway, New York 6, N. Y. 

Market Keview—Study—Harris, Upham & Co. 
New York 5, N, Y. 

Mid-Year Market Appraisal—Bulletin—Amos Treat & Co., Inc., 
79 Wal Street, New York ! 


Oo: Ns Se 
More Research ... or Else — Highlights No. 33 — Troster, 
Singer & Co., 


74 Trinity Place, New York 6, N. Y. 

Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yieid and market performance over a 13-year period — 


National Quotation Bureau, Inc., 46 Front Street, New York 
in. 


search Corporation, 


, 120 Broadway, 


Philade!phia Bank Stecks—Comparison of 12 largest Philadel- 
phia banks—Stroud & Company, Incorporated, 123 South 
Brood Street, Philadelphia 9, Pa. 

Public Utility Common Stocks—Comparative figures—G. A. 
Saxion & Co., Inc., 52 Wall Street, New York 5, N. Y. 

Southwest Business Review—For the 11th Federal Reserve 
Disirict—Federal Reserve Bank of Dallas, Dallas, Texas. 

Stock Science—Commodities for profits—sample copy on re- 


qucst—-Stock Science, Dept. 14, 144 Beacon Avenue, Jersey 
City, N. d. 





| 








For Financial Institutions Only. . . . 


Soon Available — 


HIGHLIGHTS +33 
“MORE RESEARCH OR ELSE” 


WW. Alton Jones, Chairman of Cities Service, recently said: 
“The United States will spend $20 billion in 1962 for new 
plant and equipment as the result of research made in 1957 
alone” ... The significance of this statement is com- 
petling. It means that industry must spend more and 
mere for research ... or else. 


TROSTER, SINGER & CO. 


Members: N. y. Security Dealers Ass0Ociation 


74 Trinity Place, New York 6, N. Y. 


HAnover 2-2400 Teletypes NY 1-376-377-378 
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Swing Trading—Donald W. Martin, 3354 Granada Avenue, San 
Diego 4, Calif.—$4.75. 
ee © 


American Beryl Corp. — Memorandum — Columbia Securities 
Co., Johnson Building, Denver 2, Colo. 

American Tidelands, Shearson, Hammill 
& Co, 14 Wall Street, New York 5, N. Y. Also available 
is a memorandum on Continental Can Co. 

American Vitrified Products Co. — Memorandum — Richard 
Bruce & Co., 26 Broadway, New York 4, N. Y. 

Arizona Public Service Co.—Memorandum—Estabrook & Co., 
40 Wall Street, New York 5, N. Y. 

Bethlehem Steel Corp.—Memorandum—Schirmer, Atherton & 
Co., 50 Congress Street, Boston 9, Mass. 





Borg-Warner Corp.—Memorandum—A. M. Kidder & xf 


Wall Street, New York 5, N. Y. Also available is a memo- 
randum on Filtrel Corp. 

Braniff Airways Inc.—Review—John H. Lewis & Co., 63 Wall 
Street, New York 5, N. Y. 

Bristol-Myers—Survey—Abraham & Co., 
Yoru 5, N.Y. 

Burroughs Corn.—Discussion in 
~Hayden, Stone & Co., 25 Broad Street, New York 4. 
N. Y. Also in the same letter are discussions of Pennsalt 
Chemicals, Consolidated Natural Gas, and Cutler-Hammer. 

J. P. Burroughs & Son, Inc.—Bullctin—Fisele & King, Libaire, 

Siout & Co., 59 Broadway, New York 4, N. Y. Also available 
is a pulltin cr Viclad Industries, Inc. 

Cog Minerals Corp.—Analysis—Leason & Co. 
39 South La Salle Street, Chicago 3, III. 

Canadian Pacifie Railway Company — Data — Oppenheimer, 
Vanden Broeck & Co., 120 Broadway, New York 5, N. Y. 
Also in the same bulletin are data on Columbia Broadcasting 
System, Inc., Jones & Laughlin Steel Corp., Monsanto 
Chemical Co. and Sperry Rand Corp. 

Carpenter Steel Co.— Memorandum—H. Hentz & Co., 72 Wall 
Street, New York 5, N. Y. 

Chan-berlin Co. of America—-Memorandum—Wm. C. Roney & 
Cuo., Buhl Building, Detroit 26, Mich. Also available are 
memoranda on Crampton Manufacturing Co., Detroit Alum- 

inum & Brass Corp., Douglas & Lomason Co., Pert Huron 
Sulphite & Paper Co. aid Kent Meore Organization. 

Chicago, Rock Island & Pacific—Analysis—Vilas & Hickey, 
26 Broadway. New York 4, N. Y. 

Clayton Mark and Ceomparyvy—Bulictin—A. C. Allyn and Com- 
pany, Inc., 122 South La Saile Street, Chicago 3, Il. 

Colorado Interstate Gas Co.—Memorandum—wW. E. Hutton & 
Co., 14 Wall Street, New York 5, N, Y. 


Combined Locks Paper Co.—Report—The Milwaukee Com- 
pany, 207 East Michigan Street, Milwaukee 2, Wis. 

Crane County Texas Bonds—Circular—Rauscher, Pierce & Co., 
Inc., Milam Building, San Antonio 5, Texas. 

Curtis Wright—Analysis—du Pont, Homsey & Company, 31 
Milk Street, Boston 9, Mass. Also in the same circular are 
anaiyses of Dayton Rubber end Burlington Industries. 

Denver & Rio Grande Western—Bulletin—Bache & Co., 36 
Wall Street, New York 5, N. Y. Also available are bulletins 
on Yale & Towne, Pittsburgh Steel Co., Rockwell Spring 
& Axle, Bucyrus-Erie, Hevi Duty Electric and Harnischfeger. 

Fischer & Porter Co.—Memorandum—Saunders, Stiver & Co., 
Terminal Tower, Cleveland 13, Ohio. 

Florida Steel Corp.—Memorandum—Kidder, Peabody & Co., 
17 Wall Street, New York 5, N. Y. Also available are 
Analyses of Florida Telephone Corporation and Greyhound 
Corp. 

Grand Union Company—Analysis—Newbureger, 
15 Broad Street, New York 5, N. Y. 

Ilugoton Gas Trust—Memorandum—First Trust Co. of Lincoln, 
Trust Building, Lincoln 8, Neb. 

Inspiration Consolidated Covper Co. — Memorandum — New- 
burger & Co., 1401 Walnut Street, Philadelphia 2, Pa. 

International. Textbook Company—Report—Loewi & Co., In- 
corporated, 225 East Mason Street, Milwaukee 2, Wis. Also 
available are reports on A. QO. Smith Corp. and Meredith 
Publishing Company. 

Kaiser Aluminum & Chemical Corporation—Analysis—Laird, 
Bissell & Meeds, 120 Broadway, New York 5, N. Y. 

Morgan Engineering Co.—Analysis—Blair & Co. Incorporated, 
20 Broad Street, New York 5, N. Y. 

Northwest Production—Report—Western Securities Corp., 1 
Exchange Place, Jersey Citv 2, N. J. Also available are re- 
ports on Three States Natural Gas, Delhi Taylor Oil, and 
Big Piney Oil & Gas. 

Ohio Oil Company—Analysis—Van Alstyne, Noel & Co., 52 
Wall Street, New York 5, N. Y. 

Petroleum Corp. of America—Report—Thomson & McKinnon, 
11 Wall Street, New York 5, N. Y. 
Pittston Co.—Review—Sutro Bros. & Co., 

York 5, N. Y. 

Public Service Company of New Hampshire—Analy sis—A. G. 
Becker & Co., Incorporated, 60 Broaaway, New York 4. N. Y. 
Richardson Company—Card memor: nun May & Gannon, 

Incorporated, 140 Federal Street, Boston 10, Mass. 

Safeway Stores, Inc.—Data—Joseph Farol! & Co., 29 Broadway, 
New York 6, N. Y. Also available in the same bulletin 
are data on Merrill Petroleum, 

United States Trust Company of New York—Bulletin—Laird, 
Bissell & Meeds, 120 Broadway, New York 5, N. Y. 

Study—Dean Witter & Co., 45 Montgomery 
Street, San Francisco 6, Calif. Also available is a siudy of 
the Aircraft Industry, and a memorandum on California 
Packing Co. 

Wyoming Uranium Corp.—Analysis—Link, Gorman, Peck & 
Co., 208.South La Salle Street, Chicago 4, Il. 
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With Paine, Webber 


(Special to Tue Frxaxciat Care NICLE) 

COLUMBUS, Ohio — Walter B. 
Hall is now with Paine, Webber, 
Jackson & Curtis, Huntington 
Bank Building. He was formerly 
with Bache & Co 


Joins D. T. Midyette 


(Special to THe Frvancral CHRONICLE) 


NEW BERN, N. C. — Bisho 
Rivers has joined the staff of 
Donald T. Midyette, Dunn Bldg. 


Harris, Upham Adds 


(Special to THe Financial CHAONICLE) 
WINSTON SALEM, N. C.—J. A. 
Conway, Jr. has been added to the 
staff of Harris, Upham & Com- 
pany, Pepper Building. 


Joins Remmele-Johannes 
(Special to THe Fina CHRONICLE) 
GRANVILLE, Ohio — Bartshe 
Miller is now connected with 
Remmele-Johannes & Co., 118 

East Broadway. 


DEPENDABLE MARKETS 











DEMPSEY-TEGELER & C0. 

















| Northwest Production | 
Three States Natural Gas 
Delhi-Taylor Oil 
Big Piney Oil & Gas 


Special Reports on Request 


| Western Securities Corp. 


One Exchange Place, Jersey City, N. 
Telephone HEnderson 2-1000 
Open-end phone to N.Y. C.HA 2-0185 
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STOCK SCIENCE 


EPT. 14 


144 Beacon Av>., Jersey City, N. J. 


for particulars 








TRADING MARKETS 
FLORIDA 
SECURITIES 


Bank, Insurance Companies, 
Industrials 


4 Florida’s 


Golden Triangle 


TRADING DEPARTMENT — 
__TELETYPE MMS1 
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' INVESTMENT SECURITIES 
LEER SE 


201 S.E. 1st Ave. Miami, 
Phone: Miami, FRanklin 3-7716 
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American Tobacco Turns 
: Over a New Leaf 


By IRA U. COBLEIGH 


Enterprise 


Economist 


A filtering of topical information about a company whose 
common stock, for over half a century, has ranked high on 
the Hit Parade of those who invest for income. 


Ever sinee Sir Walter Raleigh 
returned to England 300 years ago 
and started the custom of blowing 
smoke rings in Buckingham Pal- 
ace, tobacco 
has been an 
important and 
expanding 
world indus- 
try. Sir Walter 
never did get 
“hep” to to- 
bacco tars or 
filter tips and 
never even 
heard of “king 
size” (though 
he did get a 
Queen-size 
prison sen- 
tence). But he 
was the ac- 
knowledged pioneer of puffing, 
and, as such, we salute him here, 
and pause for a moment to reflect 
upon the segment of the industry 
he credited with creating 
cigarettes in general, and the lead- 
ing company producing saime, in 
particular, The American Tobacco 
Company. 

For background, just a 
too burdensome statistics are of- 
fered. Last year Americans 
smoked 391.6 billion cigarettes, a 
bit less than the record total of 
394.1 billion hit in 1952: and also 
below a new high of above 395 
billion expected for this year 
Actual production, in 1956, was 
424.2 billion, the amount over 
consumption being allocated to 
overseas and _ inventory 
carry-over billion cigars were 
consumed). 

Having thus painted the picture 
with a broad brush, let us look at 
a few details and trends. M<«dical 
research and reports (actually 
more statistical than clinical) have 
twice this year tended to link 
cigarette Ae with the inci- 
dence of certain maladies. These 
rather cisconecerting reports do 
create market flutters in tobacco 
stares. Over the long run, how- 
ever, no satisfactory substitute for 
tobacco has yet been found, and, 
in the main, those who smoke, 
continue to do so. There no 
dcubt, however, that the dissemi- 
nation of knowledge about the 
existence of tars in cigarettes has 
promptcd a heavy swing to fiiters 
much so that 30% of cigarette 
consumption was filtered in 1956 
and this segment of output is ex- 
pected to rise to 40% this year. 
All of which will serve to intro- 
Guce our topic company for today, 
The American Tobacco Company 
which, in 1956, sold 30% of all 
our cigarettes, although it was the 
last major producer to enter large 
scale filter-tip production. 

The American Tobacco Com- 
pany is indeea a distinguished one. 
Ever since 1951 its annual sales 
have exceeded $1 billion, and last 
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year AT was able to convert gross 
income into its largest net on 
record, $52 million, equal to $7.51 


for each commen share. The pres- 


ent dividend rate is $5 and cash 
dividends on the common Nave 
been continuously paid for 52 


years in a row. 

A current look at AT common 
takes quite for granted the his- 
toric excellence of this company, 
and the proven durability of its 
earning power. Our stint today is 
to appraise such possibilities as 
may exist for AT to expand its 
sales. earning power and divicends 
in the short-range future. Further, 
if we find evidence to sugg:st 
such an expansion, then we should, 


in logic, be able to conclude that 
AT common is a worth-while pur- 
chase at present levels. 


We noted that AT attained peak 
earning power in 1956 without any 
significant penetration into the 
most dynamic segment of the ciga- 
rette business today—filter tips. 
True, Am erican Tobacco did 
launch the Herbert Tareyton filter 
brand in 1954 but this never be- 
came a big item (perhaps because 
it stressed activated charcoal). 
The big profitability of AT, up to 
now, has come from regular size 
Lucky Strike (14% of the overall 
cigarette market in 1956) and 
king-size Pall Mall (also doing 
14% of the 1956 business). 


Since introduction of filters to 
the industry in 1952, American 
Tobacco watched their sales and 
popularity trend carefully, and in 
late 1956 launched its own highly 
competitive and heavily adver- 
tised Hit Parade filter tip brand. 
3y February of this year Hit Pa- 
rades were being nationally dis- 
tributed, and they appear to have 
really caught on. This is, ol 
course, highly meaningful to AT 
stockholders for the reasons that 
it denotes a much broader future 
market and brings higher profit 
margins. This better profit factor 
for filters derives not so much 
from the slightly lesser amount of 
tobacco required for each unit, 
from the higher wholesale price, 
$8.82 per 1,000 for filters against 
$8.29 (including the recent price 
rise) for regulars. This price ad- 
vance, by tne way, applied gen- 
erally only to regular size brands 
and amounted to 35c per 1,000 or a 
bit less tnan le a pack. 

So assuming no significant 
abatement, due to medical or othe: 
reasons, in the satisfying, stimu- 
lating and _ sociable custom of 
smoking cigarettes, American ‘To- 
bacco can anticipate an interesting 
enlargement in earning power for 
1957. Since cigarette demand is 
what the economists call “inelas 
tic’ (that is people will continue 
to buy at about the same rate even 


as 


if the price rises) the aforemen 
tioned price increase on Luckics 
might add as much as 30¢ a share 
to the net for AT. Add to this 
earnings from Pall Mall (which 
increased its share of the king- 
size market last year), and the 


rising profitability of Hit Parades 
and it’s possible reasonably to 
project a $l a share improvement 
in 1957 net on the 6,500,000 com- 
mon shares. (This would assume 


no important increase in raw to- 
bacco prices.) On earnings olf 
$8.50, a higher cash dividend 
would be both possible and prob- 
able, and the common selling at 
72 to yield presently 6.94% on the 
$5 payout, would appear to be 
cheap. 


A certain amount of leverage 
exists in AT due to $193 million 
in debt securities, and $53 million 
in $6 preferred (selling now at 
114) standing ahead of the com- 
mon. 

For years AT has been regarded 
as a steady and dependable in- 
come type equity. Its working 
capital of above $550 million is the 
highest in its history; its net worth 
is now nearly $450 million and its 
projected net earnings for 1957 
at an all time high. The smoking 
public has become quite resilient, 
if not rebounding, in the face of 
recurrent and adverse medical 
comment, and apparently has de- 
cided to continue smoking in any 
event, although placing increasing 
reliance on filtration. (As a 


The Commercial and Financial Chronicle 


thought for today, what would 
happen if cigarettes came out, not 
only fully filtered against all im- 
purities, but laced with health 
building ingredients such as vita- 
mins; or even containing tran- 
quilizing drugs?) 

In any event, granting that those 
who smoke cigarettes seem likely 
to persist in the habit, what sort 
of growth can you expect in this 
industry? Well, young people have 
always been the most avid puf- 
fers, and we have a bumper crop 
of postwar babies coming along. 
While 80% of the male population 
now smokes, the ratio for women 
is only one out of four. This lady’s 


market has obviously great ca- 


pacity for growth and it’s quite 
apparent that much current ad- 
vertising is being beamed toward 
it. If the industry grows, AT 
seems certain to get its share. 

So we wind up this report on 
a rather optimistic note. AT com- 
mon today yields almost 7%, with 
earnings rising. It has a long and 
honorable history as a quality 
equity for the income minded. 
And its stockholders have been 
entirely undaunted by any adverse 
criticism of company products, 
since they (the stockholders, not 
the criticism) have grown in 


number from 72,964 in 1953 to 
84,250 at the 1956 year-end. If 
you want a tip on a good invest- 
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ment stock, then take a look at 
AT. This is, of course, not the 
ordinary sort of boardroom tip, 
but a filter tip, based on Hit 
Parade! 


Billy Graham to 
Address Wall St. 


Billy Graham will speak on the 
Sub- steps at 1 p.m. 
Wednesday, July 10. 


Joins Glore, Forgan 
(Specia] to Taz FinaNcIAL CHRONICLE) 
CHICAGO, Il.—Donald F. Niet- 
zel is now with Glore, Forgan & 
Co., 135 South La Salle Street. 











Bank Premises. . . 
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Total . . . . . . . . 


$508, 273,868 
to secure Public a 


Chairman of the Board 
HOWARD C. SHEPERD 


of United States 


nd Trust Deyx« 


The FIRST 


of New York 


(JU, OOO OU 0 She es 


_ 34,887,751 
14,609,543 
, $7 434,145,976 
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Figures of Overseas Branches are as of 25. 


June 
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MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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JAMES S. ROCKEFELLER 
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Statement of Condition as of June 30, 1957 
ASSETS LIABILITIES 
Casu, Gotp AND Dvr From Banks . $1,843,930,533 Deposirs ~ « « « $6,614,182,518 
ee ,  Liapiniry ~ AccePt- 
U.S. GovernMENT OBLications . .  1,028,143,263 anes a Meise 133,145,476 
STATE AND MunNIcIPAL SECURITIES . 372,368,499 Less: Own Accepr- 
¢ 108.470.561 ANCESIN Portroio _ 26,775,818 — 106,369,658 
OTHER SECURITIES. 6 6 6 ee 8,410,06 Dur to Forticn Cewtrau Banks . 28,825,600 
Loans AND Discounts ... . . 3,879 892,120 (ln koreign Currencie. 
' ‘ia Trems 1N TRANSIT WI B ANCHES , 18,536,607 
Rear Estate Loans AND SECURITIES. 25,444,752 ' . , ee onan 
. , RESERVES FOR: 
Customers’ LIABILITY FOR Uweaawep Discounr ap Ornure 
ACCEPTANCES. . . ‘ 104,098,954 UNEARNED INCOME . . . ee 31,853,401 
; ' Inrerest, Taxes, Orner AccRUED 
——s een ANK 5.000.006 ’ ’ 
Srock IN FeperAt Reserve Ban 15,000,000 Resgunes. ane, Bac on 51,468,941 
OwneERSHIP OF INTERNATIONAI DivipeENpD :- 3: «eS 6,900,000 
BANKING Corporation , 7,000,000  Caprrat $200,000,000 


$20 Par) 
300,000,000 


76,009,251 __ 576,009,251 


. $7; 434 145 976 
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To ta ] . . . . . . . 


$11,382,632 of 
Public De posits 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Trust Company 


BANK FARMERS 


Head Office: 22 William Street, New York 


administration of trust ft 


Statement of Condition as of June 30, 


* - $139,518,025 Total *“e @ 


United States Government Obligations 


Chairman of the Board 
RICHARD S. PERKINS 


Affiliate of The First National City Bank of New York for separate 


inctions 


1957 ; 


ASSETS LIABILITIES 
Casy AND Dvr From BANkKs » « « 8 DS ARAMO Dureeirs . «steve 6 6 0 eee 
U.S. Government Osiications , . 76,954,477 
State AND Municipat Securities . . 20,617,258 RESERVES « 6 es 6 ee ee ee 7,136,698 
Orner SECURITIES « « « «© © © 3,513,344 (Includes Reserve for Dividend $601,142) 
LOANS AND ADVANCES . « « « © « 4,643,021 Cartran . . se « «$10,000,000 
Reat Estate Loans Anp SECURITIES . l 
Srock In Feperat Reserve Bank. , 600,000 Surpties Se ae. 10,000,000 
Mame Paamses «4 0 0 os 6 8 2,320,991 
Orner ASSETS. 0 @ tw te ee 5.384.393 Unpivipep Prorirs . . 13,592,460 33,592,460 





. $139,518,025 


are pledged to secure 
and for other purposes required or permitted by law. 


President 
EBEN W. PYNE 




















19) (0 


We Must Seek the Saviags Dollar 
To Serve the Nation’s Growth 


By S. CLARK BEISE* 
President, Bank of America National Trust & Savings 
Association, San Francisco, Calif. 


Commercial bankers who are indifferent to developing savings 
deposits are reproved by head of world’s largest commercial 
bank for: (1) failing to rectify present inadequate liquid 
savings, necessary for economic growth; (2) thwarting mone- 
tary policy and lessening profitability of banks; (3) encour- 
aging by default specialized institutions which create uneco- 
nomic costs and offer unequal competition; and (4) neglecting 
to provide full banking services. In enucleating these reper- 
cussions which are shown to transcend far beyond the doors 
of those banks that are remiss in their responsibilities, Mr. 
Beise stresses that the trichotomy of savings, investment and 
rising business activity require an increase in liquid savings 
which commercial banks should help bring about and, thereby, 
aid the individual, society and themselves. 


From a national viewpoint we 
co find a great deal of variation 
the breacth and intensiveness of 
services rendered by commercial 
banks. One of 
these is the 
relative inter- 
est shown in 
the savings 
deposit busi- 
ness. In some 
areas savings 
deposits are 
not accepted; 
in others thes 
are tolerated: 
and in still 
others they 
are agres- 
sively sought. 
Iam con- 
vinced that it 
is necessary and desirable for all 
bankers to be exponents of thrift 
and to make the savings business 
an important segment of their 
banking activities. I am also con- 
vinced that all can do more in the 
further development of this type 
of business. 


in 
S 
Ss 





And here in lies an opportunity 
for bankers to help themselves by 
helping others, to increase bank 
profits by serving communities 
better, and by contributing more 
to the soundness of our national 
economy. It is my contention that 
this can be done by more aggres- 
sively seeking and more effec- 
tively employing savings deposits. 

Bankers understand, perhaps 
more than most others, the basic 
contribution of savings to business 
activity. To keep the trichotomy 
of savings, investment and busi- 
ness activity moving upward 
necessitates, in the first instance, 
en increase in liquid savir*- T i 
is especially true in periods of 
high level economic activity. Un- 
der conditions of full employment, 
the more of our national product 
which is devoted to consumption, 
the less there is available for capi- 
tal formation. The encouragement 
of thrift, under these conditions, 
is good for the individual as well 
as for society. 

We have seen, in recent months. 
that the burden of financing our 
nation’s total building program 
has increased in complexity as a 
result of the imbalance between 
the supply and demand of loan- 
able funds. Looking ahead over 
the entirety of the next decade, I 
see a continuation of the high de- 
mand for savings funds. The truth 
is that the current level of liquid 
Savings is not now adequate to 
meet the full requirements of our 
dynamic economy: nor would this 
same amount of dollar savings be 
adequate to meet future demands. 
Raising the volume of savings is 
the only practical alternative and 
the commercial banker should 
play a vitalizing role in bringing 
about this change. 

~" 2 development of the savings 





*An address by Mr. Beise before the 
61s .1-:ua, Convenison «cf the Washing- 
ton Banker- Association, Yakima, Wash., 
June 17, 1957. 


deposit business by commercial 
banks should then have the 
double virtue of actively encour- 
aging thrift on the one hand and, 
on the other, helping to meet the 
expanding capital requirements ol! 
our growing nation. The initiation 
of such activity rests with us and 
the positive results thereof should 
carry over into the entire complex 
of our banking activities. 


Bankers Must Assume 
Responsibility 

My comments are confined to 
this latter point, and I begin by 
noting that it is a little surprising 
to find among our banking col- 
leagues those who are apvarently 
not prepared to assume this por- 
tion of their responsibility. 

You have heard it said on more 
han one occasion that the interest 
in developing the savings deposit 


business Cepends upon the indi- 
vidual banker and that this is a 
private decision affecting a _ pvri- 


vate institution. 

I propose to dispute this point of 
view. 

It is my contention that the in- 
difference on the part of some 
commercial bankers to developing 
savings deposits carries repercus- 
sions far beyond their own insti- 
iutions. Indeed, the ageregate of 
these decisions adversely affect 
the entire structure of commercial 
banking in the United States. This 
causes me concern for’ several 
reasons, some of which I wish to 
discuss briefly. 

Let me clearly state my thesis: 
It is my belief that the failure of 
some commercial bankers to rec- 
ognize the importance of, and ag- 
gressively seek the savings devosit 
business in their areas impedes 
the total progress of commercial 
banks in the entire United S a«< 
it prevents the nation’s commer- 
cial banks from performing all of 
the functions which they should 
fulfill in developing the economy 


of their service area. It is con- 
ducive to the thwartine of our 
national monetary policy. It re- 
tards the growth and_ profit- 
ability of these banks. It fosters 


a type of competition which en- 
joys inequitable legal advantages. 

I recognize that there are maiy 
ramifications to this strong state- 
ment. Let me, how:ver, explore 
only five of its facets. 


Thwarts Economic Growth 

My first point relates to the im- 
plicit obligation which commercial 
banks have assumed relative to 
their participation in the develop- 
ment of the area they serve. We 
in the west know how inextrica- 
bly the success of our own insti- 
tution is tied to the success of ‘the 
local economy. The availability of 
full financial services at commer- 
cial banks represents, as you 
know, a significant factor in the 
creation of new businesses and 
the attendant widening of job op- 
portunities for a growing popula- 
tion. We must not only finance 
the construction and operation of 


the business firms; but we must, 
at the same time, help provide 
suitable dwellings for our people. 

As our local areas expand, we 
must transform raw undeveloped 
land into attractive residential 
secion with pleasant, warm, well 
kept homes. To accomplish this, 
commercial banks should play 
their part. In addition, we must 
be ready to provide credit to assist 
purchasers in comfortably fur- 
nishing their homes and to ac- 
quire goods and_= services. that 
make possible a full community 
life. A commercial bank which 
can provide only part of these 
services is doing only part of 
the job. 

I might also note that the west- 
ern movement of industry can be 
foreclosed to the areas that pro- 
vide only a portion of the finan- 
cial services which businessmen 
believe to be necessary in order 
to insure the success of their own 


expansionary movements. I need 
not belabor this point. A com- 
mercial bank with sizable time 


deposits is better able to do the 
full job. I cannot help but believe 
that strong banks with substantial 
savings activity throughout the 
State of Washington, or any other 
state, add significantly to each 
section’s attractiveness as to out- 
of-state business. This would 


as- 
sist almost every portion of the 
state in raising its level of eco- 


nomic activity. 


Does Net Aid Monetzry Pelicy 

My second point relates to the 
efficacy of our nation’s monetary 
policy. As we all know only tov 
well, the monetary authorities im- 


plement our nation’s’ financial 
policy by operating through the 
country’s commercial banks. I 


have previously discussed this is- 
sue which is familiar to all of you. 
Let me just briefly summarize the 
arguments relating to this point. 


Our monetary authorities can 
operate effectively only through 
the commercial banking system. 


They attempt to control the vol- 
ume of money and the availability 
and cost of credit by regulating 
the supply of bank reserves. If 
the commercial banks in our coun- 
try voluntarily restrict their own 
operations they are, at the same 
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time, narrowing the base upon 
which our nation’s monetary poi- 
icy can be effectively applied. As 
this base is narrowed relative to 
the size of our entire financial 
structure, the burden of adjust- 


ment becomes more severe for 
banks or the response of the econ- 
omy to Federal Reserve action 


becomes subject to much greater 
time lags which increase the dan- 
ger of policy miscalculations. The 
results of actions taken affect each 
of us as citizens as well as bankers. 
Al! ff us know how effective 
our nation’s monetary policy can 
he as it applies to the operations 
of our own institutions. But the 
financial intermediaries that have 
. 31@ vuld which we ourselves 
may have created 


by failing to 
actively seek and aggressively 


develop time deposits are not suo- 
ject to this same type of regula- 
tion and may, in fact, find it in- 
dividually advisable to operat 
“ithout regard to national policy 
This is the situation which I be- 
lieve is in etfect today. On the 
Urner nand, if commercial banks 
“shout the country were to 
provide full banking services tv 
the communities they serve, wé« 
sensitivity to 
our nation’s monetary policy to 
everyone’s ultimate gain. 


ove + 
Preatlk 


Lessens Service 

My third point relates more di- 
rectly to our day-to-day opera- 
tions, our growth in business. I 
am now referring to the ex»dan- 
sion of bayk services to our pres- 
ent as well as to our potent ai 
customers. Over the years, ju-! 
cuc ng our own lifetime, we have 
wiineszed a significant chanee in 


ihe paiiosophy underlying ban’ 
r-iees) Commercial banks hav: 
broadened their aim from “servic 
‘ ud iacW wa “service to th: 
manv.” Several institutions I 
know of helped pioneer’ th 
coange in vdailosophy and all ol 
us aie indebted to them for theii 
courace in blazing this new trail. 


Many of the commercial bn 
in our nation today pride them- 


selves on being a “deparitinei) 
store of banking.’ My own :ns.i- 
tution is included among them 


We are constantly on the alert {fo 
methods of improving our currei! 
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services, as well as exploring and 
developing new services whici 
our customers need and desire. 
Such action cannot be classified as 
being entirely altruistic. Surely, 
many have discovered that the 
providing of auxiliary services 
has been instrumental in adding 
to the list of customers for the 
primary services you offer. But 
the reverse is more often true. 
The bank which arbitrarily 
limits its operations to oily one 
or a few of the basic services is 
at the same time reducing its at- 
tractiveness to potential custom- 
ers. It is evident that a commer- 


cial bank cannot expect to gain 
the full patronage of individuals 
unless it provides complete and 


adequate services. The expansion 
of services to existing customers, 
well as the swelling of our 
customer list, as a result of the 
expansion of services, has its final 
impact upon my fourth point, 
namely, the profitability of opera- 
tions. 


as 


Adds to Profits 

From time to time w have 
heard of commercial bankers who 
attempt to rationalize their reluc- 
tance to enter the savings deposit 
field aggressively by referring to 
its lack of profitability. Such a 
statement doves not square with 
the tacts. For my evidence I can 
cite several studies which have 
made, the most recent of 
which was that reported recently 


been 


by the New York State Ba ikers 
Aecseciaticn and the Coun.r~ Bank 
Operations Commission otf the 


American Bankers Ass?ciation. 
Ore hurdred and seventy-three 
commercial | partic. .aed in 
that actically ali having 
total resources of less than $10 
million. To t'e apparent surprise 
of some bankers, the particivants 


ankes 


study. or 


reported tha’ tne net profii from 
savings deposits averaged 1%. 
When we consider that t net 
profit of a commercial bank 
typically averases less than 1% 
on deposits, we can see trai there 


little bazis for the coniention 
that the savings deposit business 
generally is unprofitable. 

This New York study des not 
stand by itcelrt. A few ago 
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The Outlook for Private Investment 


By ROBERT P. ULIN* 


Department of Economics 
McGraw-Hill Publishing Company, Inc. 


Investment outlock provided by McGraw-Hill economist antic- 
ipates increase from annual rate of $63-$64 billion in first 
half of 1957 to $67-$68 billion in first half of 1958, capable 
of supporting a high and moderately rising level of business 
activity and providing a moderate additional demand for in- 
vestment goods without itself generating renewed inflation. 
Convinced that new products from markedly increased research 


and development will provide many new opportunities for 


capital investments and may require investments exceeding 
that invested for increased capacity in the early postwar years, 
Mr. Ulin does not fear downward shift in Federal spending or 
the rise of adequate capacity taking place. Notes investments 
now are increasing mostly in power, fuel and raw material 
basic industries and are not increasing as much in light manu- 
facturing, and opines shift from new expansion means more 
funds for upgrading products and processes, assuring a non- 
bottleneck, relaxed economy of newer and better products at 
reasonable costs. 


I am grateful for the oppor- 
‘tunity to appear before this Com- 
mittee and contribute to this 
pane] discussion on the economic 
outlook. My 
contribution 
will be chiefly 
on the outlook 
for private 
investment in 
Plant and 
equipment, 
since on this 
subject I am 
able to report 
some impor- 
fant facts 
about the 
prospects for 
1957 and 1958. 
The McGraw- 
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Hill Depart- 
ment of Economics, with which 
I am associated, recently con- 





ducted a survey—covering a very 
wide sample of American industry 
—o{ business plans for new plants 
and equipment in 1957, and in 
1958 to 1960. So far as I know, 
this is the only data now available 
on plans beyond 1957, I will sum- 
marize in this opening statement 
the main findings of our survey 
and the main conclusions I draw 
from them. 


Main Findings 
The main findings on the in- 
vestment outlook are these: 


(1) Investment Will Rise in 
1957. Our recent survey indicates 
that total business investment in 
new plant and equipment will be 
about 12° higher than in 1956. 
We have not surveyed intentions 
on a quarterly basis. But it seems 
probable that, to achieve present 
goals, investment will have to in- 
all this 


crease gradually during 
calendar year. 

(2) Investment Will Be Stable 
in 1958. Our survey shows that 
business already plans to invesi 
almost as much (within 6%) In 
1958 as in 1957. Additional project 
are sure to be added as the yea! 


approuches. So even if some com- 
panies invest less than now 
planned, the overall level will be 
close to 1957—which is high by 
any standard. With so much 
investment already scheduled, the 
chances of a serious decline next 
year seem quite remote. 


new 


(3) One important reason for 
continued high investment in new 
plant and equipment is the in- 
crease in spending on research 
and development. We find that 
business is spending 20% more 
on research in 1957 than in 1956, 
to develop a wide range of new 
products and new processes. These 
new developments will account 
for a significant share of the new 
investment planned for 1957 and 
1958 — and will offer additional 





*A statement by Mr. Ulin before the 
Subcemmittee on Fiscal Policy, Jcint 
Economic Committee of Congress, Wash- 
ington, D. C., June 3, 1957. 


opportunities for investment in 
the years ahead. 

(4) Another important reason 
for large outlays on plant and 
equipment has been to increase 
manufacturing capacity. If present 
plans are carried out, our total 
manufe ‘turing capacity will in- 
crease 5% in 1957. But in 1958 and 
subsequent years, most companies 


plan to add less capacity and 
spend more on new products and 
new processes. 


Conclusions Suggested 

What conclusions can we draw 
from these facts? I suggest the 
following: 

(1) A high level of investment 
will be a support to the economy 
in 1957 and 1958. However, we 
cannot look for much additional 
stimulus, because changes will be 
small from now on. Plans for 
capital expenditures in 1958 are 
close to 1957, but they do not 
indicate any further rise. This pic- 
ture of a relatively stable trend 
in capital investment is supported 
by data we collect on new orders 
for industria] machinery and new 
contracts for industrial construc- 
tion. In recent months, there has 
been little change in the McGraw- 
Hill index of new orders for 
machinery and some decline in 
our index of contracts awarded 
for industrial construction (which 
is based on data reported by our 
inagazine “Engineering News- 
Record.”) Backlogs of planned 
work are still large but are no 
longer increasing. 

(2) The large capital investment 
programs of 1956 and 1957 are 
providing us with substantial pro- 
tection against future shortages of 
goods, and against cost increases 
that might result from such short- 
ages. Manufacturing industry has 
now achieved sufficient reserve 
preducing capacity to meet a 
considerable upswing in demand 
for goods — without the rise in 
costs that generally occurs when 
plants are forced to work 
capacity. 

At the end of 1956, manufac- 
turing companies—on the aver 
were operating at 86% 
capacity; i.e. they had a 14% 
serve, Additional capacity to be 
installed in 1957 will increase this 
reserve to perhaps 17% or 18%. 
This does not mean that industry 
is badly over-expanded; some re- 
serve of capacity is desirable to 
anticipate future growth and to 
meet defense or other emergein- 
cies. But it does mean that our 
productive capacity is much more 
ample than it was a year ago or 
two years ago — when inflation 
began to pick up steam. 


near 


ave 
of 
re- 


Sees High and Stable Investment 
Level 


In its early stages, a large capi- 
tal investment program may ac- 
centuate shortages in the economy 
by absorbing skilled labor and 
scarce materials. But in the later 
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stage—what might be called the 
payoff stage—which we have now 
reached, the requirement for labor 
and materials levels off. And we 
begin to get results from the in- 
vestment. The result is new 
capacity that can substantially in- 
crease our supply of goods. So at 
this point, the effect of a high 
and stable level of investment is 
to reduce inflationary pressures. 
In general therefore, the out- 
look for investment in new plant 
and equipment is such as to sup- 
port a high and moderately rising 
level of business activity during 
the next 12 months—but not such 


‘' as to support, or at least not to 


contribute to, renewed inflation. 
We have not made detailed stud- 
ies of the other types of fixed 
investment — housing and inven- 
tories—which I presume will be 
covered by other competent ex- 


perts. I will simply say that, in 
general, we do not expect marked 
changes in these sectors either. 
Since homebuilding has been rel- 
atively depressed, and since there 
was not addition to business in- 
ventories in the first quarter, it 
seems logical that some increase 
may take place in both types of 
investment. But very large in- 
creases do not appear likely, 
based on the general economic 
situation or on such reports as 
we have received from business 
firms with whom we are in con- 
tact. 

‘lo sum up, in statistical terms, 
our projections call for gross pri- 
vate domestic investment (which 
is a total figure for plant and 
equipment, housing and inven- 
tories) to increase from an annual 
rate of $63-64 billion in the first 
half of 1957 to $67-68 billion in 
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the first half of 1958. This will 
provide a moderate additional 
demand for investment goods, 
but it is a demand that can easily 
be met by the new productive 
capacity of the capital goods in- 
dustries. Also, it is reasonable in 
relation to a normal growth trend 
for the over-all economy. 


Affect of Federal Spending 

Would changes in Federal ap- 
propriations or spending for fiscal 
1958 change this picture for pri- 
vate investment? In the field of 
new plant and equipment, with 
which I am most familiar, the 
answer is: Probably not. As I 
have indicated previously, most 
of the plans for 1957 and early 
1958 are already made. A sub- 
stantial amount of equipment and 
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Answering Businessmen’s Queries 


On Today and Tomorrow 


By JOHN E. RYERSON* 
Associate Editor, Kiplinger Washington Agency 


A host cf questions important to the business outlook is 
answered by Kiplinger editor dealing with the possibility of 
peace to the prospects for Nixon’s nomination in 1960. Un- 
less world tensions lessen, armament costs decline, or business 
reversal cccurs, Mr. Ryerson contemplates no substantial tax 
reduction for this session or next Congressional year, but does 
foresee equity-adjustments made on the top individual and 
corporate rates with compensating tightening on other provi- 
sions. The business prognosticator views negatively chances 
for governmental economy-wave, despite headlines, and finds 
that Federal spending will exceed $73 billion this year and 
will be higher in the succeeding years so long as existing 
Federal laws remain and spending pressures continue. Believes 
“tightish money” will continue in line with improved business 
outlook and doubts major tax law overhaul is likely. 


I would iike 
clusions on what 


to araw some con- 
the government 
is going to spend, the dollars ac- 
Por #1 


iS 


tually to be paid out. 


this that di- 
rectly affects 
the business 


outlook and 


the prospects 
for lower or 
higher taxes. 
Headlines 
that read 
“Congress 
Cuts” will, in 
In my Optitf- 
ion, have no 
effect on 
these conclu- 
sions. 

What Con- John E. Ryerson 
egress will be 
cutting will we the appropriation 
of money to be spent at some fu- 
ture time, perhaps next fiscal 
year, perhaps later. The total of 
ippropriations voted at this ses- 
sion will be in the neighborhood 
of $70 billion. Add this to the 
roughly $70 billion which the 
sovernment already has on hand 


from previous appropriations and 
this gives the vovernment $140 
billion at the start of the next 
fiscal year. You can see that the 
so-called budget cuts are quite 
unreal, for most of the big agen- 
cies of government have monev 
from the past still unspent. What's 
more, many of the cuts will 
restored next session by way 
supplemental appropriations. 

The President's spending esti- 
mate, the actual outlay of cash by 
the government that flows largely 
into channels of business, is $71.8 
billion. I am confident, based on 
talks with a wide variety of of- 
ficial sources, that this figure 
will turn out to be in excess of 
$73 billion for the 12 months 
starting July 1. 

Now that’s not all of it. Quietly 
inside the government, estimates 
are being prepared to show what 
the government will spend an- 
nually for the next five years... 
through the fiscal year 1962. 

The details aren’t yet com- 
pleted, but we have been able to 
get a general outline as to the 
direction. It shows pretty defin- 
itely that government spending 
will increase for at least the next 
three years, and probably even 
longer. The roughish estimate is 
that it will reach an annual rate 
of around $80 billion by 1962. The 
basis for these estimates are the 
Federal laws already on the 
books. And so long as these laws 
stay on the books they are vir- 
tually a mandate on the Congress 
to spend. The only out would be 
for Congress to repeal or curtail 
a lot of Federal programs such as 
Veterans, Farm Aid, Slum Clear- 
ance, Housing, Rivers and Har- 
bors, Airports, Dams, and a whole 

horde of other things. These are 
things which Congress could do 


be 
of 





*An address by Mr. Ryerson before 
the East Coast General Management Con- 
ference of The Ametican Management 
Association, New York City, 





something about if it chose, but 
the poiitical repercussions would 
be tremendous at every turn. So 
Congress will take no major steps 
in this direction. 


Spending Pressures 

But again, that’s not all, Con- 
gress is under greater pressure 10 
add things that will cost even 
more than the amount it is cutting 
oft. School buildings. Health in- 
surance. Aid to fight juvenile 
delinquency. College scholarships. 
All sorts of pet schemes from this 
or that group. You can that 
this budget battle is a two-edged 
sword. And remember, too, that 
the population grows there are 
bencfits to be paid to more people 

and more people to turn on 
the heat for more benefits. 

At this point, I can sense many 
asking “what gives, what in 
heaven’s name is all this stir down 
in Washington about, if what vou 


sec 


as 


say is true.” It’s a good question. 
And heving put together what we 
consider to be the facts, I some- 
times find myself asking the 
question. I feel that the truth is 
this. Many people would like lo 
sce government stop getting so 


big. Ard we believe that this cur- 


rent to do has had the etfect ol 
slowing down the trend. But 
and this is a big but . most of 


those who want to see the govern- 
ment practice econcmy want it 
practiced on the other fellow. 

I was out in Oklahoma recently, 
and naturally became involved in 
an argument over this very aques- 
tion. A prominent western busi- 
hessmun was lambasting Washing- 
ton for spending too much money. 
Washington had to cut down. I 
listened, agreed and finally 
said to him I tnought that a good 
place to start was on a series of 
dams planned for his area. I met 
with a shouting “no, those dams 
are the lifeblood of our area.” I 
need go nq@ further. As long as 
people react that way you are not 
going to get any real cuts in 
government spending. And human 
heings in mass being what they 
sre, | see no signs at this time 
that they will change their spots. 
And politicians being what they 
are, they are bound to vote for the 
things they believe the people 
want. Don’t criticize them, that’s 
their job. 

Again I suggest that you keep 
these views in mind as you read 
the news. The talk of cuts will be 
misleading. 


Dismisses Tax Cut Prospects 

Now let's shift to the other side 
of the Washington Budget Story, 
and perhaps the more sensitive 
side ... taxes, 

The atmosphere 
couple of months has, in our 
opinion, led to a good deal of 
kidding of the taxpayer, both as 
to the when of lower taxes and 
the how much. Some of this has 
been washed out within the past 
week or so, for some of the loudest 
voices for tax cuts, buoying up 
the expectations of the taxpayers, 


for the past 


have now shifted their thinking. 

We - have - repeatedly . reported 
that all the talk of a tax cut bill 
at this session, effective next 
January, Was no more than talk. 
There are a variety of reasons 
why this was impractical. There is 
no chance for any such action, 
even at the last minute. 

But we get a great many queries 
asking us to project ahead, what 
about tax prospects for next year. 


Businesses have all sorts of ad- 
vance plans to decide on now 
which might well be affected by 


the kind of taxes that will be on 
the books for next year. 

First, let’s clear up one thing. 
There will be no substantial tax 
recuctions next vear for either 
corporations or individuals. That 
practically certain. Anvthing 
that might be done then will be 
moderate. To be perfectly frank, 
itis difficult for me to foresee any 


is 


really sharp tax cuts in the 
indefinite future. Sad, perhaps, 
but true. 

(Of course, if world tensions 
lessened and progress were to be 
mInade toward a curtailment of 
armament (I shall discuss this 
later) the outlook for tax reliel 


could be materially changed.) 

To get a balanced perspective on 
the tax outlook, you should know 
that the thinking in Congress 
split. 

One group thinks only of lower 
taxes in terms of simple changes 
such lower rates or higher 
exemption for individuals. And if 
ihere’s enough to go round, then 
some cut in corporation rates. 

The other group thinks that a 
more thorough revision of the law 
is essential to bring about 


is 


7s 


more 
equity (by their standards at 
least) among various classes of 


taxpayers. It is this group, which 
had a hand in stalling off any tax 
wction at this Session of Congress. 

Without getting hopes too high, 


let's take a look at some of the 

things that are, for the present, 
being quietly considered: 
Equity Changes 

The conviction seems to be 


growing that top individual rates 
are too high. The significant point 
is that this view is now being 
backed by a number of key Demo- 
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crats, something of a change in 
position. There is talk that the 
top rate should be no higher than 
65° instead of 91°, as at present. 
It is obvious that this would 
necessitate a complete re-doing of 
the rate schedules, a direct cut in 
income taxes. 

This same group takes a similar 
view of corporation rates; talks 
about a top rate of perhaps 45‘; 


us against 52% now. 

To minimize or avoid any loss 
of revenue to the Government, 
the proponents of those plans 


want to tighten up on other pro- 
visions which they regard 
special treatment parts of the law. 

Another go-round on deprecia- 
tion provisions will be suggested, 
it’s not entirely clear just how, 
but there’s more talk about put- 
ting depreciation on a_ replace- 
ment-cost basis. It looks as if de- 
preciation is destined to continue 
in a state of flux for years. No 
one ever seems quite satisfied 
with the way it handled. The 
so-called faster methods of de- 
preciation will get another going 
over, too, for there are still a good 
many who feel that these are not 
quite fair. 


as 


is 


Depletion, of course, will also 
get another once over. It is still 
a sore spot, for many Congressmen 


think it has been extended too 
far — covers a wide variety of 
items that has, as they put it, 


snuck jn over the years. And the 
rates, too, will be scrutinized. My 
hunch is, that long as many 
key Democrats are from States 
which are benefited by these pro- 
visions, Congress will do nothing 
of a drastic nature to depletion. 


sO 


Capital Gains 

On capital gains, there’s quite 
a stew abrewing. Not over the 
old-time questions of holding pe- 
riod, or rates, or other things. This 
time it will be over the applica- 
tion of the capital gains principle 
to such things as sales of livestock, 
timber rights, coal royalties, pen- 
sion and profit sharing plans. We 
think Congress may try to mini- 
mize what it feels is a growing 
loophole, one never intended. To 
try to get support you'll hear talk 
that if the application is tighter, 
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perhaps the rate could be lower. 
Could happen, but as of now we 
think not, at least not at the next 
Session of Congress. 

You should be prepared for at- 
tacks on existing estate and gift 
taxes. There is a strong feeling 
that over the vears the develop- 
ment of life-income trusts, mul- 
tiple trusts and other devices 
(perfectly legal) has made some- 
thing of a farce of the high rates. 
This is an area where Congress 
probably will find wavs to tighten. 


Along with these things that I 
have mentioned, Cengzress will 
take a fresh look-see tax-ex- 
empt organizations, tax-exempt 


income such as health ar 
benefits, five-year 
and many others. 


d welfare 
Lortization, 


What’s going to happen? Will 
there be a far-reaching overhaul 
of the tax laws? Well, it’s a bit 


too early to make any flat state- 
ment. And yet, based on the near- 
ly 35 years’ experience of our 
organization, and looking at all 
the factors, we think a major 
overhaul unlikely. We think 
that the most that likely to 
happen next year is some tinker- 
ing with the rates, and individuals 
are, of course, number one on the 
list. They will take precedence 
over either excise Or corporation 
tax cuts. 


1S 


1s 


But even the cuts individ- 
uals will be modest, perhaps av- 
eraging out at around 5%. This 
assumes that the budget will have 
a big enough surplus to permit 
such action. Congress, in an 
election year, is likely to be more 
pro-tax-cut minded than _ nor- 
mally. But we are convinced that 
if Congress votes a tax cut of such 
proportions to put the govern- 
ment in the red for the next fis- 
cal year, that the President will 
veto such a proposal He has 
made it clear that he will not go 
along with tax cuts that bring on 
deficit spending so long as busi- 
ness remains at high levels. 


on 


Will Business Turn? 
The one thing other than prog- 


ress toward disarmament that 
could bring on bigger tax cuts 


Continued on page 34 
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Immediate and Long Run Outlook 
For Consumer Durables and Credit 


By DR. ERNST A. DAUER* 
Director of Consumer Credit Studies 
Household Finance Corporation, Chicago, Ill. 


Predictions of continued consumer spending at a high rate and 
an increase of $2.2 billion in total instalment credit for 1957, 
as compared to $5.4 billion in 1955, are set forth by consumer 
credit expert economist who finds consumer debt and repay- 
ments are consistent with the nature and size of the economy 
and do not deter a high level of purchase of consumer durable 
goods. Dr. Dauer states shift by cash and net credit auto 
buyers account for drop in auto sales, and notes there has 
been a shift from autos to other consumer durables. Looking 
into the future, the author maintains consumer credit must 
keep pace with future economic growth to sustain and expand 
mass demand. 


I. Short Term Outlook 


First, what is the immediate 
outlook for consumer durables? 
I am sure most will agree that 


there will be no lack of supply of 
consumer 
rable 
The big ques- 
tion, of course, 


Ques 


goods. 


is consumer 
demand. Bas- 
ically that 
depends o 
two factors 
consumer in- 
comes, ana 
attitudes 

co 
which inf lu- 
ence their ex- 
penditures 
their willing- 


nsumers 





Dr. Ernst A. Dauer 
ness to assume 
debt. It is gen- 
erally accepted that business ac- 
tivity throughout the rest of this 
year will deviate much from 
present levels. Some economists 
forecast a modest downturn. It is 


nV Own oOo 
tinue to have 


that we will con- 


gradual rise in 
the total output of goods and 
services. As result, consumer 
income after taxes—$293 billion 
in the fourth quarter of 1956 and 


$295 billio i the first quarter of 
1957—will probably rise 3 or 4% 
above present high levels, to about 
$303 billion or $305 billion by the 


end of the vear. 

Consumer income is the most 
Jmportant single factor in deter- 
mining consumer expenditures 
in the absence of a change in 
consumer attitudes. 

The “Survey of Consumer Fi- 
nances” made by the Survey Re- 


search Center of the University of 
Michigan for the Federal Reserve 
Board in January-February 1957, 
showed that consumer incomes had 
increased significantly in the last 
year, that consumers had improved 
their cash or liquid asset position, 


that they considered themselves 
better off than a year ago, and 
that they were optimistic with 
respect to their own future. 


Sees Continued Consumer 
Spending 


Thus, it is reasonable to assume 


that consumers will continue to 
spend thei: come at a rate com- 
parable to the current rate. In 
each year since 1950—except 1955 


consume 
amounted 
93.0°° of 
In 1955 they 


expenditures 
between 92.0% and 
income after taxes. 
sent up to 93.9% and 


tne 


returned to 92.7% in 1956. For 
1957 as a whole, total consumer 
expenditures will probably be 
modestly less than 93.0%, of con- 
sumer income aiter taxes. 
Although total consumer ex- 
penditures are very stable, the 


various categories of personal con- 
sumption expenditures have varied 
from time to time. The amount of 
consumer expenditures for services 
has increased quarter by quarter 





“An address by Dr. Dauer before the 
American Marketing Congress, Chicago, 
ill., June 17, 1957. 


as fa¥ back as the estimates go, 
namely 1939. Consumer expendi- 
tures for services as a percentage 
of consumer income after taxes 
have grown constantly since the 
end of World War II, from 28% in 
1946 to 34.5% in 1956. The per- 
centage for 1957 can be expected 
to increase fractionally, to not 
above 35.0%. 


Consumer Durables 


Consumer expenditures for du- 
rable goods have fluctuated more, 
but they, too, have been remark- 
ably stable. They have been be- 
tween 11% and 13° of consumer 
income after taxes in eight of the 
11 years since World War II. They 
reachcd a peak of 13.6% in the 
third quarter of 1955. Then for 
four successive quarters they dc- 
clined, reaching 11.45% in the 
third quarter of 1956. For 1957 as 
a whole, I anticipate a figure in 
excess of 12.0% namely within 
the range typical of the postwar 
period and in the upper half of 
that range! 

That conclusion is based on the 
answer to three questions: “Will 
the consumer fail to buy durable 
goods because he has an adequate 
stock of usable equipment now on 
hand?” “Will he defer buving be- 
cause he has misgivings with re- 
spect to his own future?” Thirdly, 
“Will he fail to buy consumer 
durable goods because he has 
more obligations now than he can 
handle?” 

“Has the consumer an adequate 
stock of usable equipment now on 
nand’?’” Admittedly his stock of 
family equipment is sufficiently 
large so that he can live off his 
fat if a shock to his outlook 
prompts him to do so. But you 
know that those articles which are 
theoretically closests to the sat- 
uration point attain the largest 
output, year after year, and the 
largest sales. In other words, it 
the manufacturer’s and the 
seller’s job to give such values in 
the current year’s model as to 
create a demand for it even though 
present equipment is performing 
satisfactorily. 


is 


Consumer's View of the Future 
“Does the consumer have 
civings with respect to his own 
future?” Except for the all im- 
portant factor of actual income, 
confidence in one’s own future 
security the next most impor- 
tant factor in the outlook for con- 
sumer durables certainly for 
those transactions which involve 
the of credit. Consumers by 
and large do not make large pur- 
chases, nor do they incur obliga- 
tions at a time of widespread 
unemployment or when they have 
misgivings as to their own 
ployment or future income. 
“Survey of Consumer Finances,” 
made by the Federai Reserve 
Board each spring since the end 
of World War II shows that in 
February of 1949, 17° of the 
families expected their income 
as * year ahead. In 
February of 1954, 15% expected 
such a decrease in their income. 


mis- 


is 


usec 


em- 
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It was, therefore, reasonable to 
expect a. degree -of eurtailment 


in the use of credit to purchase ' 


durable goods at those times. And 
that occurred. In February of 
1955, however, only 6% expected 
their income to decrease in the 
vear head, the smallest percentage 
of any year since World War II. 
The highest percentage of any 
year since 1945, 40%, expected 
their income to increase in the 
vear ahead. This certainly sheds 
some light on the booming du- 
rable goods sales which we had 
in that year. In 1956 and 1957 
attitudes have been quite favor- 
able, even though not as “bullisn’”’ 
as in 1955. They could not be 
construed as pessimistic, by any 
standards. 


Consumer Debt 


That brings us to the third 
question, “Will the amount of 
consumer debt deter the purchase 
of consumer durable goods?” Cur- 
rently total short-term consumer 
debt is about 13.9% of consumer 
income after taxes and consumer 
instalment debt is about 10.7% of 
consumer income after taxes. To 
use a different measure, repay- 
ments of instalment debt currently 
are absorbing 12.6% of consumer 
income after taxes. These ratios 


have been rising almost constantly 
since the abnormally low level to 
which they fell during the war 
period. They are also higher than 
they were in the prewar period. 

In my opinion, these ratios are 
not too high. Their modest in- 
crease over the prewar period re- 
flects long-term changes in our 
national economy. It is becoming 
more and more generally accepted 
that the aggregate consumer debt 
and the amount of consumer re- 
payments are consistent with the 
nature and size of our economy. 


Of course, the consumer who 
buys durable goods and who in- 
creases his dcbt does not look at 
national aggregates. He is not af- 
fected either by national dollar 
totals or ratios based on them. 
His decisions are made on the 
basis of his individual situation, 
on the basis of his debt and his 
income. 

Now what was, and is, the situ- 
ation with respect to the mass of 
consumers in this country? Have 
they incurred such an amount of 
debt as to deter them from buying 
consumer durable goods? The evi- 
dence does not justify such a con- 
clusion. 

The Federal Reserve “Survey of 
Consumer Finances” made early 


in 1956 provides the latest in- 


(73) 13 


formation available. It showed 
that 45% of the 55 million spend- 
ing units in the Lnited States 
then had some short-term instal- 
ment consumer debt. Three-fifths 
of those with consumer debt owed 
less than $500. Generally speaking, 
among those with dc bt, the higher 
the income of the family, the 
higher the amount of consumer 
debt. The ‘Survey’ also showed 
that nearly one-third of those 
with short-term consumer debt 
held liquid assets in excess of 
their debt. 


The bulk of the instalment debt 
was concentrated in the middle 
income groups. In fact, if we set 
up four characteristics we can 
pretty well descrive those with 
short-term instalnient debt. The 
typical debtor is the head of a 
family; he is between 25 and 34 
years of age; he has an income of 
$3,000 to $7,500 a year; and he 
has one or more children below 
the age of 18. Among this group, 
four out of every five families had 
short-term instalment debt. This 
is the period in life when family 
responsibilities grow more rapidly 
than income. It is tie period in 
life in which incomes are increas- 
ing. This is the group which was 


Continued on page 29 
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Current Administration of 
The Securities Laws 


[ By ANDREW DOWNEY ORRICK* 


’ Acting Chairman, Securities and Exchange Commission 


Commissioner Orrick discloses 


SEC’s decisions are guided by 


following fundamental principles: vigilance in requiring dis- 
closure of all material investment facts regarding securities 
offered to the public or traded on exchanges, and prosecuting 
fraud; scrupulous respect for the constitutional rights and 
privileges of all persons regulated; and punctiliousness in 
rendering administrative interpretations that are consistent 
with the statutory standards intended by the Congress. States 
Commission bases its administration of the laws to accord with 
the ultimate purpose of maintaining a healthy climate for 
capital formation. 


One 


that 


of the important services 
the American people expect 


their Federal Government to per- 
adequate 


form is requiring 
fair disclosure 
in the public 
sale of corpo- 
rate securities 
and regulation 
of the trading 
of securities 
on national 
securities ex- 
changes and 
in the over- 
the-counter 
markets. The 
Securities and 
Exchange 
Cominission 
has been en- 
trusted with 
these responsibilities. In its ad- 
ministration of the various securi- 
ties laws, the Commission is 
responsible, and reports directly, 
to two permanent Congressional 
committees, namely, the Banking 
and Currency Committee of the 
Senate and the Interstate and For- 
eign Commerce Committee of the 
House of Representatives. To these 
two standing committees having 
the responsibility of watchfulness 
over this Commission, tne House 
of Representatives in the 85th 
Congress recently created a third 
committee, known as the Commit- 
tee on Legislative Oversight. This 
committee has been vested with 
authority to review, study and ex- 
amine the execution of the laws 
€entrusted to approximately 20 in- 
dependent agencies—one of which 
is the Securities and Exchange 
Commission. The stated purpose 
of this investigation, which will 


and 
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An address hv Cammicejonee N-wnoay 
before the American Society of Corporate 
Securities, Hot Springs, Vurg 
1957. 
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proceed during the ensuing year 
and a half, is “to see whether or 
not the laws intended by the 
Congress were being carried out 
or whether they were being re- 
pealed or revamped by those who 
administer them.” 

Differences of opinion, of course, 
exist respecting interpretations by 
the Commission of the stautory 
standards prescribed in the securi- 
ties laws. Evaluation of the Com- 
mission’s administration of these 
statutes by members of the Con- 
gress, by various groups in the 
regulated industries, by lawyers 
and accountants practicing before 


as 


the Commission and other inter- 
ested critics is not always con- 
sistent. However, the day-to-day 


record of the Commission, reflect- 
ing a multiplicity of decisions in 
the administrative, quasi-judicial, 
and rule-making areas, sustains 
the reasonable conclusion that the 
laws committed to its trust have 
been vigorously and fairly admin- 
istered in the interest of the in- 
vesting public. 


Three Guiding Principles 
In the performance of its statu- 
tory responsibilities under the se- 
curities laws, the decisions of the 
Commission are guided by three 
fundamental principles. First, it 
must be vigilant in requiring 


timely and adequate disclosures of 


all material investment facts re- 
garding securities being offered to 
the public or traded on national 
securities exchanges and vigorous 


in prosecuting wrongdoers when 
fraud in the purchase, sale or 


trading of securities has occurred. 
Second, it must be scrupulous in 
respecting the constitutional rights 
and privileges of all persons sub- 
ject to its enforcement and regu- 
latory powers. Third, it must be 


punctilious in rendering adminis- 
trative interpretations that are 
consistent with the = statutory 
standards intended by the Con- 
gress. 


Disclosure and Enforcement 

The appraisal of the record of 
the Commission in applying the 
principle of vigorous enforcement 
should be considered in the con- 
text of current market conditions. 
As a result of the high level ac- 
tivity in the securities markets 
during the past few years, certain 
questionable practices have ger- 
minated to avoid the registration 
and reporting requirements of the 
securities laws. 

One stratagem involves the il- 
legal use of the Commission’s rule 
interpreting the statutory defini- 
tion of “sale.” Rule 133 excludes 
from the defintion, and makes the 
registration provisions inapplica- 
ble to, certain mergers and con- 
solidations effected under state 
laws. This interpretation has been 
ubused by some _ promoters to 
make public distributions of se- 
curities without the disclosure of 


essential business and. financial 
facts concerning the issuer. By 
using the merger technique the 
securities of the surviving com- 
pany are transferred to the 


shareholders of the disappearing 


company who do not take the 
securities for investment but 
rather with the purpose of mak- 
ing a public distribution. The 


shareholders of both the surviving 
and disappearing companies are 
often the same persons, the disap- 
pearing company having been 
formed simply to serve as a con- 
duit for the distribution of the 
securities of the surviving com- 
pany. In certain instances involv- 
ing listed companies, the true 
nature of these transactions has 
been concealed by filing incom- 
plete and misleading reports with 
the national securities exchanges 
and with the Commission. 
Another artifice for. avoiding 
registration is the misuse of the 
private offering exemption. Issu- 
ers of securities and controlling 
persons have relied without justi- 
fication upon representations made 
by offerees in transactions pur- 
porting to be private to hold the 
securities for investment when, in 
fact, their real intent is to make a 


public distribution of the secu- 
rities. 
A third practice that is em- 


ployed to avoid the disclosure re- 
quirements involves the use of 
foreign financial institutions. 
There have been cases where con- 
trolling persons of an issuer have 
transferred large blocks of its se- 
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curities through foreign banks and 
trusts to boiler-room brokers and 
dealers for resale to the public. 
The anonymous, numbered ac- 
counts of these institutions shield 
the identities of the controlling 
persons and make it more ditficult 
for the Commission to detect those 
responsible for violatiens of the 
registration and anti-fraud provi- 
sions of the securities laws. 

In order to achieve more effec- 
tive control over these illegal ac- 
tivities by fringe operators, the 
Commission is attempting to clar- 
ify the situations where the “no 
sale” theory embodied in Rule 133 
may appropriately be used. It is 
certainly not applicable to merger 
transactions which constitute a 
subterfuge for distributing securi- 
ties without adequate disclosure. 
The Commission has also intensi- 
fied its enforcement program by 
using the following techniques. 

First, it has used its power to 
suspend trading in, or to withdraw 
the registration of, securities listed 
on national securities exchanges 
where it has reason to believe thai 
an issuer has filed false, mislead- 
ing or incomplete reports with the 
exchanges and with the Commis- 
sion or has violated the registra- 
tion requirements. The Commis- 
sion has also summarily suspended 
trading in such securities for suc- 
cessive periods of 10 days both on 
the. listed and in the over-the- 
counter markets pending final 
determination of the proceeding 
on withdrawal or suspension. 

Second, the Commission has 
been immediately instituting stop 
order vroceedings against issuers 
of new securities to prevent regis- 
tration statements from becoming 


effective where is nas reason to 
believe that a registration state- 


ment is instinct with fraud or was 
not filed in good faith compliance 
with the disclosure provisions of 
the Securities Act. 

Third, the Commission has em- 
ployed its denial and suspension 
powers against issuers filing under 
Regulation A, which exempts of- 
ferings of $300,000 or less from 
the full registration requirements, 


where it appears that the issuer 
has falsely represented material 
facts or has not fully complied 


with the terms and coniditions of 
the Regulation. 


Fourth, the Commission has 
greatly accelerated the tempo of 
its inspections of brokers and 


dealers, and has substantially in- 
creased the number of judicial 
and administrative proceedings 
against brokers and dealers. This 
aspect of the enforcement pro- 
gram is particularly impocrtant 
due to the attraction into the se- 
curities industry of a law-break- 
ing element which has engaged in 
the practice of distributing to the 
public large blocks of securities 
in violation of the registiation 
requirements. 

Fifth, the Commission has 
adopted a streamlined procedure 
for preparing and referring to the 
Department of Justice for prose- 
cution certain types of criminal 
actions. 


Respect for Constitutional Rights 
And Privileges 

The second fundamental prin- 
ciple that underlies the decisions 
of the Commission to respect 
the rights and privileges of al! 
persons subject to its regulatory 
jurisidiction. The Commission has 
always been keenly sensitive to 
observe the constitutional guaran- 
tees of due process in exercising 
its prosecutory, quasi-iudicial, 
rule-making and administrative 
functions. 

Prior to issuing formal orders of 
investigation, which create the 
authority to subpoena witnesses 
and to take testimony under oath, 
the Commission carefully consid- 
ers the facts obtained by its stafi 
in the course of a preliminary ex- 
amination of a matter that point 
to possible violations of the secu- 


is 


rities laws. The function of the 
Commission in instituting formal 
investigations is similar to the ac- 
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tion of a United States District 
Court Judge or United States 
Commissioner in determining that 
there is probable cause to hold a 
defendant for grand jury action. 


When a quasi-judicial proceed- 
ing is instituted by its order notic- 
ing an administrative hearing be- 
fore one of its hearing examiners, 
the Commission is careful to treat 
all parties to the proceeding in 
exactly the same manner. It does 
not consult ex parte on any phase 
of the proceeding with the mem- 
bers of its staff who are handling 
the case, nor does it associate it- 
self with any of the prosecutory 
functions once an administrative 
proceeding has been commenced. 
After the evidentiary hearing is 
completed, the record is referred 
to the Commission. On the basis 
of an independent review of the 
entire record. including proposed 
findings and conclusions, excep- 
tions to the recommended decision 
and briefs in support thereof, and 
oral argument, the Commission 
makes its decision. Its decisions, of 
course, are subject to review by 
the Federal Appellate courts. 

In the exercise of its broad rule- 
making powers under the statutes 
committed to its jurisidiction, the 
Commission promulgates its pro- 
posed rules for public comment 
prior to their adoption. A liberal 
time period of at least 30 days is 
usually afforded to interested par- 
ties to prepare and submit to the 
Commission their written com- 
ments on the proposals. Fre- 
quently, where proposals are con- 
troversial, the Commission may 
give interested parties a further 
opportunity to express their views 
on the subject in a public hearing 
before the Commission. If the 
proposal is materially revised in 
the light of these comments, the 
Commission may again circulate 
it for additional consideration by 
the public. 

Two administrative procedures 
of the Commission have occa- 
sionally been criticized. One pro- 
cedure is prescribed in Regulation 
A. Under this Regulation the 
Commission has the power to issue 
« temporary order. prior to hold- 
ing a hearing, to deny or suspend 
the use of the exemption, where it 
has reason to believe that the 
terms and conditions of the Regu- 
lation have not been complied 
with or where fraud appears to 
be involved in the offering. These 


temporary orders, which are is- 
sued ex parte, are similar to 
restraining orders that have his- 


torically been used by courts of 
equity to stop summarily further 
alleged violations of law pending a 
hearing on the merits. The Com- 
mission issues these temporary 
orders only after appropriate in- 
vestigation by its statf has in- 
dicated that there reasonable 
basis to believe that the provisions 
of the exemptive regulation have 
Leen or ere about to be abused. 
An order does not become per- 
manent if the issuer requests a 
hearing and the Commission fails 
to establish the existence of a 
violation of the statute and the 
regulation. The remedy of issuing 


is 


temporary orders, so that the 
commencement or continuance of 
illegal offerings may be im- 
mediately restrained serves the 
paramount interest of the in- 


If the Commission 
had to wait until the completion 
of a formal administrative hear- 
ing before it could prevent an 
offering from being made, the 
securities could, in the meantime, 


vesting public. 


be sold and investors could be 
injured. 
The second procedure involves 


an admministrative practice where 
the Commission has instituted a 
stop order proceeding to prevent 
a registration statement from be- 
coming effective. The Commission 
has been criticized for retusing in 
some instances to consider amend- 
ments to the registration state- 
ment filed after the commence- 
ment of the proveeding. Instead 


Continued on page 30 
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Economic Growth and Implications 
For Public and Private Policies 


By DR. GROVER W. ENSLEY* 


Executive Vice-President, 
National Association of Mutual Savings Banks 
Former Executive Directer, 
Joint Economic Committee of Congress 


Dr. Ensley maintains available statistics justify modest optimism 
for balance of year, but with inflation causing misgivings. 
Over ten-year peried, forecasts attainment of $600 billion 
annual national production, stimulated by consumer, business 
and government demand. Decries popular recenciliation to 
“inevitability” of creeping price increases, maintaining they 
are preventable by self-restraint over short-term and ultimately 


by increased productivity 


Misgivings with resvect to the 
economic outlook for the balance 
of 1957 which prevailed in many 
quarters earlier now have largely 
disappeared. 
You are doubt- 
less aware of 
the seasonal 
wave of pes- 
simism each 
March and 
April *>inci- 
dent with tax 
Payment 
deadlines and 
Congressional 
action on key 
economie 
measures. It is 
interesting to 
compare the 
various news 
letters and press stories during 
the late winter with those of the 
preceding year. They have a sur- 
prisingly similar pessimistic tone. 
But with Easter there is usually 
a new burst of optimism and this 
year was no exception although 
Easter came a little later! 

Modest optimism with respect to 
economic activity for the balance 
of the year is justified today on 
the basis of avai'able statistics. 
Semebody has said that statistics 
are to the economist what the 
lamp-post is to the drunk—more 
for support than illumination. I 
will try to use statistics this eve- 
ning to illuminate rather toan 
merely to support my perennial 
optimistic bias. Let me make clear, 
however, that my optimism is with 
respect to employment, produc- 
tion and general economic activi- 
ty. I have decid-d misgivings 
about creeping inflation, and 1 
want to say a few words about 
this problem later. 

Total national product is now 
running at an annual rate of about 
$430 billion. Unfortunately at least 
half of the recent rise has been 
due to price advances. Consumer 
prices have increased 3.8% in the 
last 12 months. 

Although total output in con- 
stant prices has been increasing 
only slightly since the turn of the 
year the economy has not and is 
not now standing still. Aside from 
price increases, two. significant 
aevelopments are taking place. 
First, a rise in real demand is oc- 
curring. Consumer expenditures 
for goods and services, business 
investment in plant and equip- 
ment, and government outlays 
have continued their steady 
growth, even after taking out 
price increases. 

If you analyze consumer ex- 
penditure patterns on the basis of 
population growth and increases 
in income that are now under 
Way, vou must conclude tiat con- 
sumer expenditures in the aggre- 
gate will continue to increase in 
the second half of the year. About 
1.4 million workers are receiving 
escalator wace increaseés as a 
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sult of recent rises in consume: 
prices. At least 5 million workers 
will receive wage increases in 


1957 on the basis of contracts con- 
cluded the last two years. 





*An address by Dr. Ensley at the 27th 
Annual Trustees Day of ye Savings Banks 
Association of Massachusetts, Boston, 
June 11, 1957. 


and competitive markets. 


If you look at programmed. in- 
vestment in plant and equipment, 
one can be optimistic about the 
current high level continuing or 
inching upward at least this year. 
The Federal Reserve Bank of Bos- 
ton reported last week that total 
capital expenditures in Massachu- 
setts will be up modestly in.1957, 
and that outlays for expansion 
purposes will rise 8%. 


Government Spending to Ge On 


Government expenditures are 
clearly rising and nothing that 
the Congress may do by way of 
cutting appropriations for fiscal 
1958 will stop substantial increase 
in actual expenditure this year 
and next. The January budget 
estimates of the President are 
proving too low, both for the cur- 
rent year and for fiscal 1958. The 
effects of recent and current price 
increases are largely to blame for 
this underestimate. Defense comes 
high. But in addition to Federal 
expenditures, State and tocal out- 
lays are increasing at an annual 
rate of $3 billion. 

The second significant recent 
economie development has been 
the reversal of inventory accumu- 
lation. Between the fourth quar- 
ter of 1956 and the first quarter 
of 1957 total business inventories 
have shifted from an acecumula- 
tion of $4 billion to a decline of 
$1 billion. This $5 billion inven- 
tory turn-around has been ac- 
complished without an increase 
in unemployment, though hours of 
work have been shortened. Busi- 
ness today is in a much sounder 


inventory position than a few 
months ago. In view of rising 


trends in incomes, in final pur- 
chases, and in prices of finished 
goods, prolonged inventory liq- 
uidation seems unlikely. There is 
reason to believe, therefore, that 
this liquidation has about run its 
course. An upturn in real outvout 
would result as secon as such liq- 
uidation ends. Since there isn’t 
much slack in the economy at this 
time, inflationary pressures could 
wugain dominate the economy. 


On the basis of the present out- 
look I would not anticipate sig- 
nificant changes in Federal mone- 
tary and fiscal programs. Money 
will continue relatively tight and 
taxes will continue high. There 
is room for improvement in the 
structure of these programs, par- 
ticularly taxes, in the interest of 
economic stability, growth and 
equity, but such changes are not 


likely under present circum- 
stances. They will probably have 
to await an occasion when gen- 


cral revenue loss is permissible. 
So much for the short-run out- 
lock. In brief, the second half 
should be above the first half and 
prices will 


probably creep up- 

ward. From the standpoint of 
savings banks, potential savings 
will be greater than ever. From 
national stabilization standpoint, 
let us hope that individuals will 
choose to increase their rate of 


savings in the months ahead. 


The Longer-Run Outlook 
For several years now, we have 
painted glowing pictures of long- 
er-run economic growth prospects. 


You are aware of the population 
growth which is expected to con- 
tinue with its significant economic 
implications. In another decade, 
by 1967, we now anticipate nearly 
200 million persons in this coun- 
try, as compared with just over 
170 million today. But the change 
in age composition of the popu- 
lation during this period is even 
more noteworthy. For example, 
while total population will in- 
crease about 17%, the number of 
teen-agers between the ages of 10 
and 18 is to be up 47% and the 
number over 65 will increase 
nearly 25%. The labor force, how- 
ever, is expected to increase only 
15%. Labor shortage will char- 
acterize the economy into the 
1960's. 

We must expect a continued 
growth in government payruits, 
primarily at the State and local 
level, to service the growing pop- 
ulation. The number of people 
primarily engaged in agriculture, 
however, should continue to de- 
cline, in line with long-term 
trends. 

We wit have some unemploy- 
ment, too, even under the most 
favorable economic conditions. 
When I was in Moscow last Sep- 


tember and the Soviet economists 
reviewed our published projec- 
tions for the next decade they 
spied the item of 3 million un- 
employed and said: “Ah, we knew 


it, capitalism is based on planned 
unemployment.” It took me sev- 
eral minutes to explain to them, 
and I am sure I never convinced 
them, that unlike their forced la- 
bor and make-work economy, 
some temporary and frictional un- 
employment is unavoidable in an 
industrially efficient system where 
people are free to choose when 
they wish to work and where they 
wish to work. 

We will undoubtedly witness a 
decline in the length of the work- 
week, particularly in the mid- 
1960’s. This is a long-run trend, 
reflecting a choice of the people 
for more leisure. Several years 
ago I ventured what was then 
considered a revolutionary guess 
that in the mid-1960’s many in- 
dustries would be on a 3-day 
week-end basis. I mentioned this 
ona television program one eve- 
ning and an irate viewer tele- 
phoned: “Don’t give me three days 
at home, the present two days are 
killing me.” 

*Tnis trend toward a_ shorter 
work-week has significant impli- 
cations for business as well as for 
consumers and government. We 
must improve our ability to make 
use of leisure time. New England 
and its vast educational, cultural, 
vacation and week-end _ resort 
areas should benefit greatly from 
the shortened work-week of the 
future. 
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A most significant force in the 
coming years, of course, will be 
the spectacular increase in pro- 
ductivity, or output per man-hour 
worked. New technological meth- 
ods—automation, if you please— 
in virtually every field of activity 
should greatly increase our ability 
to produce goods and _ services, 
Improved technology is not some- 
thing affecting only the produc- 
tion of steel, the organization of a 
factory, or something else remote 
to the average individual. As con- 
sumers we are all aware of these 
advances. The tired husband used 
to come into the house at night 
with his first words, “What’s cook- 
ing?” Nowadays he says, “What’s 
thawing?” 

To make a long story short, in 
another decade this nation should 
be enjoying $600 billion of an- 
nual national production measured 
by today’s prices. Careful projec- 
tions on conservative assumptions 
point to adequate consumer, busi- 
ness and government demand to 
stimulate this growth. 


Implications for Public and 
Private Policies 
What are some of the implica- 
tions of this expected economic 
growth for public and private 
policies? I will mention two which 
need emphasis today. 


First, there should be no de- 
Continued on page 28 
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Statement of Condition June 30, 1957 
ASSETS 
. = 1? 
Cash on hand and due from banks... . 6.6.64. 223,445,129 
United States Government securities. ........ 165,461,789 
i _ 
State and municipal bonds and notes.... 27 223,270 
ihe = 999 947 
Other bonds and securities..... 15,822,247 
‘ o 194 a7 
Loans and bills purchased. ...........ceeeee 412,174,078 
Aecrued interest, accounts receivable, ete.. 8,108,744 
Stock of the Federal Reserve Bank. ..........+ 1,800,000 
Investments in Morgan Grenfell § Co. 
Limited, Morgan & Cie. Incorporated, , 
and 15 Broad Street Corporation... ......+. 5,260,000 
ee ee errr Serer eee ees ee eT 3,000 000 
Liability of customers on letters a 
of eredit and ACCOPLANCEB. .. 1. crecesesevess —_ 16,47 017 9 
$878,766 ,036 
LIABILITIES 
? 
Deposits: U.S. Government. ...cecccccacceees $ 34,489,402 
pS REET TSO TTE ET TET e TS. 710,710,311 ! 
° ° - 2 ? 
Official ehoocicg CrteteGsee. 6 occ ccs shecwcere ; 27 ,631,2 40) 
$772, 830,953 
Accounts payable, reserve for taxes, ete... ..46 8,821,235 
Acceptances outstanding and letters of ; 
927 55 
ET eT rt reer se ee eee 16,927 554 
Capital—s00 000 eee ST eee ere ee eT Te 30) 000 DO0 
SUPPUUG. 2. cc cccccscrecccececsscssresssevees 30) 000 O00 
) ? f 
Undivided projits ; 20,186,294 
E878.700,030 
United States Government securit ed at $41,449,407 in 
he above statement are piedge 1 } powers, to | 
rub ther pur poses. } 
Member Federal Reserve System 
Wember Federal Deposit Insurance Coi poration 
° ete 
MORGAN & CIE. INCORPORATED 
1/, Place Vendéme, Paris, France 
MORGAN GRENFELL & CO. LIMITED 
28, Great Winchester Street, London E. C. 2, England 
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Stocks got off to a good 
start in the normally favored 
month of July this week with 
the strength still highly selec- 
tive although fairly general in 
the petroleum section. 


a 


July advances have been 
the rule two out of every 
three times over the last 60 
years, making some sort of 
summer rally a definite mar- 
ket tradition. Whether it can 
mount enough strength this 
year for a new high in the in- 
dustrials brought about a 
divided opinion since tight 
money conditions show no 
signs of abating and the busi- 
ness outlook was still spotty 
with auto sales lagging. 

Overhanging Obstacles 

In addition to the concrete 
fact that the supply of stock is 
certain to increase as the in- 
dustrials near the old peak 
set in April a year ago at 524, 
there are also psychological 
obstacles to be overcome. Re- 
peated efforts to forge to new 
peaks have been turned back 
unsuccessfully. The July rally 
last summer came within a 
small fraction of reaching the 
all-time high but ran out of 
steam. The early June re- 
covery this year was foiled 
when it was some half dozen 
points short of the mark. 


Wild-Acting Issue 

Haveg Industries, the old 
Continental Diamond Fibre, 
which was the wonder stock 
of the first half of the year—- 
up some 178% —was the wild- 
acting issue, bouncing from a 
daily gain of more than 14 
points to a 10-point dip the 
following day. In the process 
it jumped from a 1957 low of 
below £24 to above $80 and 
mecurred the second ban of the 
year over certain types of 
orders. 

es : 

Earlier this year when 
Lukens Steel was the wild 
sprinter. ‘“‘stop’” orders for 
automatic execution above 
and below the market were 
ruled out and the issue went 
in for milder behavior. This 
week a similar taboo on 
“stop” crders was applied to 
Haveg but whether it will 
curb the eyrations remains to 
be seen. For one thing, Haveg 
has very few shares left since 


it sold a good portion of its 
assets to Budd Co. and ex- 


changed the shares of Budd 
for its Only 362,500 
shares are authorized and the 
first quarter report indicated 
only 112,500 of these were 
outstanding then. How much 
of this is in “floating” supply 
and available to the traders 
is moot. 


own. 
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New Sprinter 

The evidence indicated that 
traders were inclined to fol- 
low strength blindly without 
regard for basic statistics. 
Amerace Corp., a three-way 
merger of Bachmann Ux- 
bridge Worsted, American 
Hard Rubber and Wardell, 
scarcely has had time to 
demonstrate anything sensa- 
tional since it was all put to- 
gether only about a month 
ago. Yet the stock was able to 
break out of the four-point 
range it carved out in June 
including posting a one-day 
six-point sprint. 


3ell & Howell, the old line 
camera concern, was also able 
to step into the limelight, in- 
cluding soaring half a dozen 
points at a clip. Although auto 
sales and those of major ap- 
pliances have been lagging, 
the businesses serving hobbies 
and leisure-time activitics 
have been faring well. More- 
over, Bell & Howell is an im- 
portant factor in sound sys- 


tems for school use — and 
school building is and will 
continue at a high pace—and 


enters into the office machine 
field through its microfilm 
machines. 

Even Bell & Howell is far 
from cheap by the usual 
measuring sticks. Its 2!2'. 
yield even before the latest 
outburst of strength is on the 
low side and on a times-earn- 
ings basis it is far from a bar- 
gain. Moreover, there is little 
expectation of any more lib- 
eral dividend treatment since 
the company recently had to 
sell additional shares and bor- 
row to finance its expanding 
sales and maintain its re- 
search activities. 

Steels Getting Attention 

Steels continued to feature 
prominently in market dis- 
cussions but without any fan- 
fare marketwise despite the 
price increases posted as the 
second half of the year began. 
As a result, some of the better 
yields are available in this 
section, notably the 5‘c re- 
turn in Bethlehem Steel. 

Also edging back into popu- 
larity again are some of the 
issues that stand to gain most 
from the highway construc- 
tion program, such as Clark 
Equipment, Caterpillar Trac- 
tor and Chicago Pneumatic 
Tool. The cement companies, 
too, have been the subject of 
considerable analysis because 
of the inescapable benefit 
they will realize from high- 
way work but which, so far, 
has done little except produce 
a momentary flurry here and 
there in the group. 
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Rails continue laggard de- 
spite some handsome yields in 
the group which are expected 
to be bolstered by rate in- 
creases. Canadian Pacific, for 
instance, with a 5‘« yield, is 
less a railroad than an indus- 
trial combine what with air- 
line, mining properties, 
hotels, steamships, etc., all 
wrapped up in its fold. In 
short, Canadian Pacific is 
right in the middle of the vast 
expansion going on north of 
the border but marketwise 
has been held back by the 
genera] disinterest in carriers 
generally. 


Coppers Standing Up 

Copper shares have shown 
a better ability to shrug off 
.the easiness in prices of the 
red metal lately and to a good 
number of market spectators, 
the opinion is growing that 
they are better to buy on 
weakness than to sell. Cerro 
de Pasco, one of the most im- 
portant producers of nonfer- 
rous metals in the world, in 
nudging to new lows around 
42—-after reacting from near- 
ly 78 at its peak in 1956—is 
regarded as at or approaching 
the bargain status. Earnings 
admittedly will be affected by 
lower prices of the metals at 


least for this year but offset 


materially by its long-range 
growth prospects. 


Oil supply companies have 
not had any sustained market 
strength fer sometime and all 
the attention abroad plus dis- 
appointing drilling results 
domestically have been a 
weight on the issues; so that 
the dominant National Supply 
has been available at a yield 
of above 5‘-. Business has 
been good, however, and re- 
lease of natural gas producers 
from the restraints of the gov- 
ernment authorities would 
spur gas well drilling and 
brighten the prospects in the 
supply field generally. 

[The views expressed in this 
article do not necessarily at ony 
time coincide with those of the 


“Chronicle.” They are presented 
as those of the author only.] 


With du Pont, Homsey 


(Special to Tne FinanciaL CHRONICLE) 

BOSTON, Mass.—John K. Toro- 
sian has become associated with 
du Pont, Homsey & Company, 31 
Milk Street, members of the New 
York and Boston Stock Exchanges. 
Mr. Torosian was formerly with 
Jackson & Company, Inc. 


Retires From Firm 
Mitchell & Co., 120 Broadway, 
New York City, has announced 
that Irving L. Feltman has retired 
from general partnership in their 
firm. 


J. A. Hogle Adds 


(Special to THe FrnaNcriaAL CHRONICLE) 
LOS ANGELES, Calif.—Louis 
M. Willis has been added to the 
staff of J. A. Hogle & Co. 507 
West Sixth Street. He was previ- 
ously with California Investors. 


Two With J. Logan 


(Special to THe PinanctaL CHRONICLE) 

LOS ANGELES, Calif. — Sy 
Craydman and Sidney M. Zipper- 
man are now with J. Logan & Co., 
2115 Beverly Boulevard. 


R. W. Pressprich Co. 
Admits R. Smutny 


R. W. Pressprich & Co., 48 Wall 
Street, New York City, members 
of the New York Stock Exchange, 





Rudolf Smutny 


announce that Rudolf Smutny has 
been admitted to the firm as a 
general partner. 

Mr. Smutny’s admission to the 
firm was previously reported in 
the “Chronicle” of June 27, 


Finch, Wilson Co. 
In New Location 


Finch, Wilson & Co., members 
of the New York Stock Exchange, 
announce the removal of their 
office to 1 Wall Street, New York 
City; telephone Hanover 2-9113. 
Finch, Wilson & Co. was founded 
in 1916. 
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CONDITION 


as of June 30, 1957 
Ist National Bank & Trust Company of Paterson, N. J. 


Assets 


Cash and Due From Banks ..............0000000000.-. 


U. S. Government Bonds 
Municipal & Other Securities 
Loans & Discounts 
F. H. A. Insured Mortgages 


V. A. Guaranteed Mortgages .................. 


Other First Mortgages 
Federal Reserve Bank Stock 
Banking Houses 


Accrued Income Receivable 
Other Assets 


Pe ITE ehntsrmvensnanstesinietininten 


Deposits ........... 


Surplus 
Undivided Profits ..........00000.00... 


TOTAL LIABILITIES 


- + * 
Liabilities 
Reserves, Taxes, EtC. ooo. x 
Capital (170,000 shares — $25 Par) . 


Walter Hintz With 
A. G. Becker & Go. 


CHICAGO, Ill. — Walter A. 
Hivtz, formerly with Stone & 
Webster Securities Corporation, is 
now associated with the Munic- 
ipal Depart- 
ment of A. G. 

secker & Co. 
lncorporated, 
120 South Ta 
Salle Street. 
Members ot 
the New York 
and Midwest 
Stock Ex- 
changes. Mr. 
Hintz had 
previously 
been with Me- 





Py 


Dougal & 

Condon, Ine., ] 

and City Na- Walter A. Hintz 
tional Bank 

and Trust Company of Chicago. 


Charles Andrews With 
Rowles, Winston Co. 


HOUSTON, Texas — Charles E. 
Andrews has become associated 
with Rowles, Winston & Co., Bank 
of the Southwest Building, mem- 
bers of the Midwest Stock Ex- 


change. Mr. Andrews was for- 
merly divisional manager for 


Waddell & Reed, Inc 





$39,361,965.18 
50,845,005.14 
30,128,828.72 
56,275,604.01 
24,052,177.47 
11,179,729.65 
16,422,378.42 
337,500.00 
3,051 ,404.98 
837,413.49 
370,033.95 


-$232,862,041.01 





.-» $214,043,678.69 = 
.  4,339,249.09 
4,250,000.00 
7,000,000.00 
3,229,113.23 


$232 862,041.01 





F. RAYMOND PETERSON 


Chairman of the Board 
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BENJAMIN P. RIAL 


President 
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News ABout BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC, 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





William N. Enstrom, Chairman 
of the Executive Committee and a 
Director of the Irving Trust Com- 
pany, New York, died on June 30 
at the age of 68. 


Mr. Enstrom last September 
celebrated his 50th anniversary 
with the bank. 


Mr. Enstrom joined the old Na- 
tional Exchange Bank, now the 
Irving Trust Company, as a clerk. 
He became Assistant Cashier in 
1917 a Vice-President in 1919 and 
First Vice-President in 1940. 
Meanwhile he had become a di- 
rector in 1939. 

Mr. Enstrom served as Presi- 
dent of Irving Trust from 1942 to 
1949, when he became Chairman 
of the Board. He announced his 
retirement from the latter post 
last Jan. 31 and became Executive 
Committee Chairman. 


ss 


John J. Clooney has been pro- 
moted on June 26 to Treasurer of 
Fiduciary Trust Co. of New York 
from Vice-President and has been 
with the bank since 1931. 


The Bank for Savings is cele- 
brating its 138th anniversary. 

On July 3, 1819 the bank opened 
in a basement room in the Old 
Adams House in City Hall Park 
to help the thrifty. Through all 
these years it has paid uninter- 
rupted dividends. Today, the as- 
sets of The Bank for Savings are 
nearly one-half billion dollars. 
Four Manhattan offices safeguards 
the savings of 200.000 depositors. 

As its 331st consecutive divi- 
dend the bank anticipates paying 
an increased dividend at the rate 
of 314% a year, the regular 3% 
plus an additional 4% for the 
quarterly period starting July 1, 
based on the continuance of fa- 
vorable earnings 


The appointment of Edward K. 
Block as Comptroller of the 
United States Trust Company of 
New York was announced on July 
1 by Benjamin Strong, President. 

Mr. Block joined the company 
in 1937 and has been associated 
with the office of the Comptroller 
since that time. He was ap- 
pointed Auditor in 1950 and As- 
sistant Comptroller in 1952. 


The First National City Bank of 
New York announced the appoint- 


ment of three Assistant Vice- 
Presidents and three Assistant 
Cashiers, all in the bank’s Do- 


mestic Division. 

The new Assistant Vice-Presi- 
dents are Hugh C. Brewer, Jr., 
Robert P. Graham and William P. 
Nagle. The Assistant Cashiers are 
William J. Harvey, Jr., Robert H. 
Shaw and Robert H. Temple. 


THE FIRST NATIONAL CITY BANK 
OF NEW YORK 


June 30,'57 Mar. 31, '57 
$ $ 


Total resources. 7,434,145,976 7,485,882, 769 
Deposits _.____ 6,614,182,518 6,691,860,149 


Cash and due 
from banks — 


5S. Govt. se- 
curity holdgs. 


1,843,930,533 1,808,148,997 

U. 

1,028,143,263 1,195,588,283 

Loans & disets. 3,879,692,120 3,758,083,937 

Undivid. profits 76,009,251 72,599,459 
* * 


Joseph H. Compton, who re- 
tired last Aug. 31 as a Vice-Presi- 
dent of the Chemical Corn Ex- 
change Bank, New York, died 
June 30 at the age of 65. 


Mr. Compton had spent virtu- 
ally all his career with the Corn 
Exchange Bank and Trust Com- 
pany, which was merged with the 
Chemical Bank and Trust Co. in 
1954. 


He started 46 years ago as a 
bookkeeper in the Greenpoint, 
Brooklyn, branch of the Corn 
Exchange. He became an Assistant 
Wianager, and suvsequently Man- 
ager of the Lincoln Square 
branch in Manhattan. In 1929 he 
returned to the Greenpoint-branch 
as Manager, and continued in that 
position for 17 years. 

Elected to a Vice-Presidency in 
1946, Mr. Compton was assigned 
to the main office of the bank, 
where he remained until his re- 
tirement. 


Oscar S. Straus, II, has 
elected a director of The 
York Trust Company, New York 
it was announced on July 3 by 
Adrian M. Massie, Chairman of 
the Board, and Hulbert S. Aldrich, 
President. 

Born in New York City, Mr. 
Straus is a graduate of St. Paul's 
School, Concord, New Hampshire, 
and Princeton University. He at- 
tended the University of Dijon in 
France and the Harvard School of 
Business Administration. 

Mr. Straus was associated with 
the First National Bank, Kansas 
City, Missouri. 


been 
New 


CHEMICAL CORN EXCHANGE BANK 


OF NEW YORK 
June 30,57 Mar. 31,°57 
$ $ 
Total resources. 3,095,521,522 3,013,186,784 


Deposit 2,728,544,120 2,693,727,839 
Cash and due 
from banks 752,925,459 790,789,422 
U. S. Govt. se- 
curity holdgs. 434,355,769 417,719,257 
Loans & discts. 1,559,240,638 1,447,130,909 
Undiv. profits 36,088,353 33,497,516 
IRVING TRUST COMPANY, NEW YORK 
June 30,57 Mar. 31,°57 
: $ 
Total resources_ 1,734,874,435 1,736,527,270 
Deposits 1,496,661,681 1,492,221,280 
asl and due 
from banks 434,225,708 432,824,170 
U. S. Govt. se- 
curity holdgs. 329,424,845 336,146,523 
Loans & disct 329,764,690 823,530,567 
Undiv. profits 24,975,522 23,656,341 





Are Your Records Incomplete? 


‘““FOR SALE’”’ 





Phone REctor 2-9570 








Beautifully Bound Set of 
“CHRONICLES” from 1926 thru 1952 


Available in New York City—Write or 


c/o Chronicle, 25 Park Pl. N. Y. 7 


Edwin L. Beck 
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THE NEW YORK TRUST CO., NEW YORK 
June 30,°57 Mar. 31,'57 


$ $ 

Total resources___. 785,578,727 793,580,417 
Deposits ~~ ---... 681,909,470 695,201,748 
Cash and due from 

banks __-.-.-.__ 180,401,102 174,015,828 
U. S. Govt. secu- 

rity holdings_.___ 149,730,698 159,463,627 
ioans & discounts 411,783,193 417,903,726 
Ondivided profits__ 10,404,639 9,171,564 


Fs % % 
THE MARINE MIDLAND TRUST CO., N. Y. 
June 30,57 Mar. 31,'57 


$ 
538,716,689 
476,754,909 


$ 
Total resources____ 573,397,155 
Deposits __...... 509,191,088 
Cash and due from 
banks 2 : 
U. S. Govt. secu- 
rity holdings 


178,402,449 148,046,597 


97,384,764 96,323,920 


IToans & discounts 268,485,602 263,374,870 
Undivided profits_. 10,411,314 9,820,062 


us cS 
THE BANK OF NEW YORK 


June 30,57 Mar. 31,°57 
$ 

Total resources.___ 525,415,403 504,666,337 
i 466,588,839 438,723,571 
Cash und due from 

banks ee > 
S. Govt. secu- 
rity holdings__ 83,147,230 93,189,747 
Loans & discounts 255,440,083 257,357,543 
Undivided profits__ 9,056,754 8,735,854 


G 159,340,393 117,278,851 


ote 


GRACE NATIONAL BANK OF NEW YORK 


June 30,57 Mar. 31,'57 
$ $ 

Total resources 189,057,049 191,048,961 

Deposits 169,946,294 173,687,750 
Cash and due trom 

banks 49,068,344 49,615,410 
U. S. Govt. secu- 

rity holdings 45,396,162 50,405,354 

Loans & discounts 177,856,194 73,860,484 

Undivided projits 1,525,414 


1,824,408 


J. HENRY SCHRODER BANKING CORP., 
NEW YORK 
June 30,57 Dec. 31,'56 


$ $ 
135,735,211 131,745,306 


Total resources 


Deposits 98,126,316 98,025,248 
Cash wnd due from 

banks 12,646,412 15,093,329 
U. S. Govt. secu- 

rity holdings 62,113,677 61,940,538 


29,103,498 


Loans & discounts 30,899,249 
Surplus and undi- 
vided prolits 5,250,000 


5,300,000 


SCHRODER TRUST CO., NEW YORK 

June 30,°57 Dec. 31,56 
$75,529,594 $68,477,275 
68,256,227 61,230,535 


Total resources 
Deposits 


Cash and due from 

banks 14,789,822 14,855,224 
U. S. Govt. secu- 

rity holdings 43,784.802 37,614,029 
Loans & discounts 15,947,634 14,760,142 
Surplus and undi- 


vided profits 2,720,000 2,709,000 


CITY BANK FARMERS TRUST CO., N. Y. 


June 30,57 Mar. 31,'57 
$ $ 
Total resource 139,518,025 158,115,080 
Deposit 98,788,867 118,358,205 
Cash and due trom 
banks 25,484,540 36,387,227 
U. 8S. Govt. secu- 
rity holding 76,954.477 87,143,644 
Loans & discounts 4,643,021 3.318.600 
Undivided profits 13,592,460 12,987,372 


MANUFACTURERS TRUST CO., N. Y. 


June 30,’57 Mar. 31, '57 
$ $ 

rotal resources_ 2,971,616,474 3,019,860,014 

Den~sits 2,662,879,735 2,721,434,417 
Cash and due 

from benks 755,488,292 800,813,118 
U. S. Govt. se- 

curity holdg: 648,701,549 672,786,918 

Loans & discts. 1,190,485,926 1,151,935,811 

Undivid profits 58,512,881 


61,487,602 
BANKERS TRUST COMPANY, 
June 30, 57 


$ 


NEW YORK 
Mar. 31, ’57 


Total resources_ 2,701,038,222 2,.687,729.689 
Deposits __. 2,384,073.763 2,363,906,001 
Cash and due 

from bank 645,919,065 641,959,999 
U. S. Govt. se- 

curity holdgs. 380,817,707 460,315,450 
Loans & discts. 1,573,254,587 1,462,394,216 
Undivid. profit 57,530,880 55,220,545 


THE HANOVER BANK, NEW YORK 
June 50,’57 Mar. 31,57 
$ $ 


Total resources. 1,840,607,347 1,818,215,534 


Deposit 1,625,133,029 1,611,063,452 
Cash and due 

from bank 526,514,733 475,482,817 
U. 8S. Govt. se- 

curity holdg:s 272,060,913 316,032,106 
Loan & discts 933,619,230 904,109,926 
Undivid. 26,342,851 23,117,434 


profits 
, * 


J. P. MORGAN & CO., INCORPORATED 
NEW YORK 


June 30,°57 Mar. 31,57 
$s 

Total resource 878,766,036 850,252,089 

Deposits 772,830,953 742,001,640 
Cash and due from 

| ree . 223,445,129 218,806,069 
U. 8S. Govt. secu- 

rity holdings 165,461,789 160,594,742 

Loans & discounts 412,174,678 379,009,126 


Undivided profits._. 20,186,294 19,141,742 





THE CLINTON TRUST CO., NEW YORK 


June 28,57 Mar. 29,’57 
Total resources___. $40,887,347 $36,197,928 
Degesite oe 37,872,470 33,208,741 
Cash and due trom 
a ae 11,466,938 8,696,769 
U. S. Govt. secu- 
rity holdings___. 12,545,628 10,510,827 
Loans & discounts 13,867,276 13,913,420 
Undivided profits__ 1,355,944 1,337,746 


* % a 
BROWN BROTHERS HARRIMAN & CO. 
NEW YORE 


June 30,'57 Dec. 31,'56 
$ 


Total resources____ 225,571,001 


NS ett he ee 193,376,935 
Cash and due from 
47,362,413 


39,421,086 


secu- 
rity holdings___~ 
81,436,101 
14,605,284 


Loans & discounts 
Bo * a 


Capital and surplus 
THE STERLING NATIONAL BANK & 
TRUST COMPANY, NEW YORK 
June 30,57 Mar. 31,’57 
$ 


152,227,014 
138,617,637 


253,989,679 
220,358,263 


72,205,005 


43,857,949 
75,701,136 
14,565,284 


Total resources____ 148,586,579 
Deposits -. 132,450,763 
Cash and due from 
ee 
U. S. Govt. secu- 
rity holdings_— 
Loans & discounts 
Undivided profits__ 
uw tk uh 
CHASE MANHATTAN BANK, 
June 30,’57 


33,730,673 34,668,942 
35,606,470 
75,635,381 
1,572,902 


35,684,306 
72,912,717 
1,539,255 


NEW YORK 
Mar. 31,'57 


$ $ 
Total resources. 7,524,331,448 7,529,490,137 


Deposits -.-__~ 6,693,721,587 6,585,785,264 
Cash and due 
from banks_~— 1,802,236,680 1,795,003,635 


U. S. Govt. se- 

curity holdgs. 1,032,831,773 
Loans & discts. 3,863,328,881 
Undiv. profits__ 86,695,623 

as ae Fd 

Favorable action by the stock- 
holders of the Long Island Trust 
Company, Garden City, N. Y. and 
The Freeport Bank of Freeport, 
N. Y. and approval of banking 
authorities, has confirmed earlier 
action by the Boards of Directors 
in merging the two banks, it was 
announced here on July 1 by 


1,027,406,571 
3,793,239,277 
82,222,489 


(77) W 





Frederick Hainfeld, Jr., Presi- 
dent of the trust company. 


_ Ratification of the merger plans 
includes the election of Ralph W. 
Taylor, President of The Freeport 
Bank, as a Vice-President of the 
trust company, and Manager of 
the Freeport office. 

Four board members of The 
Freeport Bank who have been 
elected to the Board of ‘Directors 
of the trust company are Charles 
F. Buckley, Jr., William F. Glack- 
— Levy and John J.. Ran- 

all. 

Elected as Assistant: Vice-Pres- 
idents were John I. Lacy, Hubert 
L. Wells and John F. Muller, and 
as Assistant Secretary, Raymond 
B. Lockwood. Other personnel 
will continue in their present 
responsibilities. 

Operation of the merged insti- 
tutions begins with deposits of 
more than $62,000,000, and re- 
sources of approximately $69,- 
000,000. 


Stockholders of the former 
Freeport institution are receiving 
1.6 shares of Long Island Trust 
Company stock for each share held 
in The Freeport Bank. This will 
increase the number of shares in 
the enlarged bank by 56,000, and 
bring the total outstanding to 
184,240 shares. 

. * * 


The New York State Banking 
Department gave approval on 
June 25 to the Genesee Valley 
Union Trust Company, Rochester, 
N. Y., to increase its capital stock 
from $6,000,000, consisting of 200,- 
000 shares of the par value of $30 
each, to $6,375,000, consisting of 


Continued on page 35 











CHEMICAL 


Loans 


Other Assets at ta 


Capital Stock ($10 par) 


Deposits. . . . -« 











Charter Member New 


Banking Premises and Equipment 
Customers’ Liability on Acceptances. 
Accrued Interest and Accounts Receivable 


CORN EXCHANGE 
BANK 


Founded 1824 


165 Broadway, New York 


Condensed Hlatement of Condition 
At the close of business June 30, 1957 


ASSETS 
Cash and Due from Banks 
U.S. Government Obligations ... 
State, Municipal and Public Securities 
Other Bonds and Investments 


. $ 752,925,458.65 
.  484,355,768.82 
254,158,044.34 
; 12,374,971.75 
. . 1,559,240,638.42 
» 18,831,230.00 
52,238,445.68 
9,480,404.59 
1,916,559.85 
$3.095,521,522.10 





LIABILITIES 
$ 53,138,250.09 


Surplus . . . . . 146,861,750.00 

Undivided Profits 36,088,352.67 $ 236,088,352.67 
Reserve for Contingencies. . . . . 3,371,188.31 
Reserves for Taxes, Expenses, etc. ‘ 11,815,438.08 
Dividend Payable July 1,1957 . . . 2,656,912.50 
Acceptances Outstanding (Net) . . . 56,762,431.86 
Bills Payable ; ; 50,000,000.00 
Other Liabilities . . , 6,283,078.98 


. «  « 2,728,544,119.70 
$3,095,.521,522.10 





Securities carried at $223,565,900.75 in the foregoing statement are deposited 
to secure public funds and for other purposes required by law. 


Convenient Offices Throughout Greater New York 


Every Banking and Trust Service at Home and Abroad 


York Clearing House Association 


Member Federal Reserve System Member Federal Deposit Insurance Corporation 
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The Tremendously Expanding 
Business Activities of Women 


By MARY G. 


ROEBLING* 


President and Chairman of the Board, Trenton Trust Co., 
Trenton, New Jersey 


Woman banking leader asserts women’s rise in business and 
professional fields over past decade has been phenomenal, 
exceeding all forecasts. Stresses the great number of new 
job opportunities for women in all phases of its operations 
in contrast to former limitations, with their assumption of 
important executive positions in Wall Street financing, mer- 
chandising, chemicals, utilities, railroads, airlines, and insur- 
ance. Also cites doubling of their official positions in banks, 


to present number of 9,000, 


with some salaries exceeding 


ten thousand dollars. 


the last 
phenomenal, 


progress in 
has been 


Women s 
ten years 


her rise in the business and pro- 
has 


fessional fields exceeded 
the most opti- 
mistic of all 
forecasters. 

If I may be 
indulged 
personal com- 
ment—twenty 
years of the 
study of men 
and women in 
the employ ot 
the Trenton 
Trust Com- 
pany has led 
me to certain 
conclusions, I 
must say that 
I am not in 
fulk concuricace 
oi Dr. Francis Ashley Montegu, 
associated with the New School 
for Social Research, New York 
City, who says that women are 
naturally superior to men. I have 
not done research work in the 
field of anthropology or social 
biology in which studies’ Dr. 
Montagu excels and by which he 
atte: pus to prove his theo i-s. I 
do feel strongly, however, that 
given time and the opportunity, 
women will give a good azcount 
ot themselves without the aid of 
any “Johnny-Come-Lately.” 

As far men being called a 
“defective chemical package” as 
Dr. Montagu did recently in this 


a 





th WS 


Mary G Roebling 


with the views 


as 


citv the extravagant use of 
words does not do credit to the 
author. We all are “chemical 


packages,” but not necessarily all 
defective. 

Women in offices and industry 
learn quickly and are more sat- 


isfied with monotonous work. In 
industry, the mass production 
lines operated by women are 
cared for by patient operators 
who are not dissatisfied with the 
repetitious work inv Ived. At 


typewriters, billing machines, cal- 
culators, etc... women in banks 
and other offices are excellent 
employees. They are careful, pa- 
tient and industrious. Women are 
cooperative and when once they 


are nformed of their duties, they 
adhere to the book of rules and 
are iot antagonistic to their su- 


periors. They are minaful of their 
responsibilities, 

lhe attitude of women in the 
field of customer relations is ex- 
cellent. Women naturally make 
friends. They are courteous wita- 
out effort, are easily sod on tire 
value of public relations and their 
spirit of pride in the business is 
con agious. There is little petti- 


ness among women employees, 
coi. act with the world of bus.- 
ness having largely taken tat 
ou. Of women. Their jealousies 
are not more of a nuisance tuan 
the whimsies of so-called “big 
ne with little minds,’ who 
stri ¢ to suyport the'- egos a d 


eventually disappear like the In- 


d.i wie “vaaishing American.” 
fore Responsibility Ahead 

" .2re is a multitude of fine 

woi 2n who given tme and ex- 


*An address by Mrs. Roebling before 
the -.Ja.ional A-soc.ati n of Insurance 
Women, Philadelphia, Pa., June 11, 1957. 


perience, are excellent material 
for executive promotions. Upon 
their shoulders more and more 
problems of business will fall as 
smart men recognize their worth 
and divide the responsibility. Just 
one look at my own business— 
[The Trenton Trust Company —— 
only one of over 14,000 banks in 
the United States and over the 
ation where women have been 
yromoted to presidents, chairmen 
f boards, vice-presidents, cash- 
iers, tellers, trust officers. A chart 


hat I have looks like a ‘‘who’s 
vho in the banking business” 
ind those listed are all women 
who rose from clerkships, ste- 
nography or bookkeeping. They 
we successful. They handle man- 
agement duties in an_ orderly 


manner they are not offici us, 
and do not have to rid themselves 


uf aonormal ego inher.ted with 
the job. They work well with 
men subordinates, confine them- 


selves largely to the job at hand 
and “o not give way to hysteria 


or fits of disposition and _ idio- 
syncrasies. 
:ne combination of domestic 


and office or shop work is being 
tried successfully by women by 
the millions. The need for a 
double income has abetted the 
experiment which has keen na- 
tionwide. We see on every hand 
the fruits of this team working 
out very well. Domestic duties 
are shared by fine men and 
women of understanding and tne 
home life worked out with lib- 
eral -r-inded parents and sensible 
children. 


Advancement of Bank Women 


Speaking, again, of the ad- 
vancement of bank women, we 
find there that women have be- 


come increasingly valuable a3 
executives and executives’ assisi- 


ants. May I quote sore exciling 
and interesting figures—in 1944 
there were an estimated 45)0 
women in Official positions in 
banks: 6,000 in 1951; and 9, 00 
in 1956. These figures are frcm 
a report made by the National 
Association of Bank Women i: 


cooperation with the United 
States Department of Labor. Some 
’ —- : net: earned 


ank OTs 


$10,000 a year or more. 

A composite picture of a woman 
bauk vlier is sulkery to ce a niga 
school graduate work'ng in a 
fairly small bank as an ass‘stant 
cashier. She is in her for.ies and 

ore often a Mrs. than a Miss. 
While I have the honor of being, 
perhaps the only President and 
Chairman of the Board of Direc- 
tors of a large bank, there are 
41 that have women presidents. 

About 200 have women vice- 
presidents; about 1,300 women are 
serving as directors in banks. One 
such is my good friend, Claire 
Giannini Hoffman, who serves on 


the board »f the creat Bai. of 
America About 159 io» eas fi 
cations from president to assist- 


ant vice-president and -setretary 
of the board of directars are listed 
as women’s field. The | st .s in- 
pressive in that it appe-rs tht 
no position in the banking field 
is closed to women who are ca- 
pable and where openings are 
available. 


What is true of banking is also 
true of most professions and busi- 
nesses. I wish I had time to 
analyze the fields which women 
have fitted themselves to enter. 
A century ago, the profession of 
law was supposed to be a man’s 


exclusive club. I have a clipping 
that mentions that over 5,0vu0 
lawyers licensed to practice in 


this nation are women—the num- 
ber no doubt has increased ma- 
terially since the article was pub- 
lished. 

What is true of the progress of 
women in these fields no doubi 
is true, proportionately of women 
in the vast insurance business. 
Education 


Question of College 


One of the outstanding facts 
developed in the survey of women 
in the higher Jevel positions was 
that it was desirable, but not 
necessary, to have a college edu- 
cation to succeed. For instance 
women who had been promoted to 
good positions in the underwriting 
departments of insurance com- 
panies owed their success to the 


knowledge and skills they had 
ecauired while working for the 
companies. 

For instance, a woman under- 


writer in health and accident in- 
surance with a high school educa- 


The Commercial and Financial Ch 


her city. Another woman was 
cited who was in charge of over 
500 persons, and aoing an oui- 
standing job as_ supervisor in 
group underwriting in one of the 
largest companies. Tue survey, by 
tne way, was made with the as- 
sistance of Freda S. Miller and 
another work by Mrs. Alice K. 
Leopold, boih government labor 
experts. 

My reference to women at- 
torneys did not enlarge upon the 
fact that insurance companies do 
not by and large exclude women 
lawyers and they were found 
working on various assignments. 

One who reached officer status 
in her company dealt with legal 
questions connected with handli: g 
and distribution of trust funds. 
Ancther was executive secretary 
to the general counsel and acting 
for him in his absence. In some 
companies, women were tound 
holaing positions as security and 
investment analysts highl- 
technical area dealing the 
placement of huge funds. One 
case involved a woman who was 
an investment analyst for an in- 
surance company and had been 
employed after majoring in eco- 
nomics in college and later taking 
university courses at night in cor- 
poration finance. She was in 


a 
with 
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Fill My Destiry in the Field of 
Labor Where My Indusiry and 
Talent Will Earn for Me the 
Recognition It Deserves.” 

Before 1 leave this excellent 
stuay of won.en, I wish to quote 
a paragraph which stated: “One 
third of the women interviewed in 
insurance companies felt that their 
owl: limitations in  eaucation, 
training and experience would 
prevent them from receiving fur- 
ther promotions.” 

I beiieve this viewpoint is not 
truly representative of today’s 
findings. Women in small offices 
with few associates, those in 
Jarge agencies and brokerage of- 
fices, those in the home offices of 
life and fire and casualty and 

companies are being pro- 


a 


allied 
moted just as fast as the oppor- 
tunity permits. 


The Vast Op»ortunities in the 
Ranks 
The word “Opportunity” fur- 


nished my cue to the most impor- 
tant thought that I would bring 
you. The future holds vast oppor- 
tunities for all of us, but particu- 
larly those in the ranks. At iio time 
in the history of insurance busi- 
ness were there so many poten- 
tialities for those who are en- 
gaged in it. 


, . , ie » ae 2) aS patie ks S4< is ; Ss Wi ler Ss + » 
tion and six months business Charge of the company’s financial Statistics bewilder us with the 
Ta y and wineering reports 4{| Population estimates for 1965, the 
training felt that her ability to #na engineering reports on a new femes. the automobiles. th 
handle detail had helped her to Public utilities, analyzing the re- furnishings of tounitles industry : 
advance. Actuarial work above Ports and making comparative values far teoend the con me 
certain level depends upon vears Studies. ena ‘of just plain Fnac ail 
of specialized training. However, Included in the survey referred | y,. we Pp Lap 
' } hed : , peopie. Value—a word to conjure 

one woman actuary with official to were 860 women in_ several with—insurance to value. a trio 
status was a college graduate with cities and many businesses. Were ad — gh 
oe hagas — = . ; ; SB a of words that should be on the 
six or seven years of special they to be questioned——‘Women {ip of the tongue of every em 
study in the actuary field and she Where Goest Thou?’ — verhaps< ¥ ri iad 
was the only woman actuary in their answers would be: “I Go to Continued on page 25 
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British Banks’ Liquidity Problem 


By PAUL EINZIG 


Banking and non-banking demand for Treasury Bills, caused 
by commercial bank’s switch from cash ratio to liquidity ratio 
consisting primarily of Treasury Biils, and by industrial and 
commercial firms from demand deposits to Treasury Bills, is 
expected by British economist to present a major banking and 
monetary policy problem. Dr. Einzig points to the contradic- 
tory inflationary-deflationary aspects of this, and proposes, as 
a simple solution, a rule allowing all short term Government 
Loans to be eligible for calculating a bank’s liquidity ratio. 


LONDON, Eng.— The British 


peopie are by tradition reluctant 
to submit to rigid statutory regu- 
and 


lations 


prefer to depend, 
whenever pos- 
sible, on in- 
formal self- 
imposed rules. 
This is par- 
ticularly true 
in respect of 
BahEin «&. 
There are no 
legal restric- 
tions what- 
ever on the 
proportion be- 
tween depos- 
its and other 
sight liabili- 
ties and cash 
and other liq- 
uid assets. In practice, however, 
a cash ratio of 8% has for many 
years been regarded as the min- 








aul Einzig 


imum limit among commercial 
banks. 

In more recent vears the im- 
portance of the cash ratio has 


been overshadowed by that of the 
liquidity ratio representing the 
proportion between liquid assets 
to total assets. The figure of 30% 
has come to be regarded as the 
minimum limit, even though in 
this respect there is more [flexi- 
bility than in respect of the cash 
ratio. The reason why the im- 
portance of the liquidity ratio has 
overshadowed that of the cash 
ratio is that in possession of liquid 
assets in excess of 30° banks are 
always in a position to’ increase 
their cash ratio by realizing some 
of their liquid assets. It is for this 
reason that financial commenta- 
tors nowadays hardly mention 
the cash ratio and concentrate on 
the liquid ratio. The latter has in- 
deed received a good deal of at- 
tention in recent years. 

It became fashionable to attrib- 


ute inflation mainly to the ex- 
cessive issue of Treasury Bills by 
the Government, because the in- 
creased holdings of Treasury Bills 


of the banks tended to raise their 
liquidity ratio well above the min- 
imum. This provided much temp- 
tation and much opoprtunity for 
expanding credit, regardless olf 
the official policy of credit squeeze 


during the last two years. More 
recently, however, liquidity ratio 
tended to give rise to different 
kinds of problems. In order to be 


able to meet growing demands for 


credit the banks endeavored to 
maintain and increase their li- 
quidity ratio by selling out thei 


holdings of medium-term and 
long-term Government loans at a 
time when the absorbing capacity 
of the gilt-edged market for such 
sales was far from adequate. 


Non-Banking Rush for Treasury 
Bills 


Banks were not alone in hi 


Seiil! 


to! the 


out Government Loans 
sake of increasing their holdings 
of Treasury Bills. Since the in- 


crease of the bank rate at the be- 
ginning of 1955 industrial and 
commercial firms too have ac- 
quired a taste for holding Treas- 
ury Bills. Hitherto little interest 
was taken in such bills outside the 
financial community. During the 
last two years, however, many 
firms came to realize that there 
is nothing mysterious or compli- 


cated about the acquisition and 
holding of Treasury Bills. 
The annual reports and ac- 


counts of a number of important 


firms show a striking increase in 
their holdings of Treasury Bills. 
The British Petroleum Company 
showed for the first time a hold- 
ing of over £5 million at the end 


of 1956. Unilever increased its 
holding of Treasury Bills from 


£4 million to £17 million during 
1955, and this latter figure was 
maintained during 1956. The hold- 
ing of Associated Portland Ce- 
ment increased almost fourfold in 
1955, even though it declined 
somewhat in 1956. The instances 
could be multiplied, but those 
quoted above should suffice to in- 
dicate the extent of this entirely 
new demand for Treasury Bills. 


Causes a Major Problem 


Sone of these increases were 
made through corresponding re- 
ductions of deposits and balances 
held by these companies with 
their banks. To the extent to 
which this was done the Treasury 
Bill reauirements of banks for the 
purposes of maintaining their Ji- 
quidity ratio also declined. On the 
other hand, the amount of Treas- 
ury Bills available for the banks 
has also declined. Should the 
private acquisition of Treasury 
Bills continue to increase it 
would present a major problem 
both from the point of view of the 
management of commercial banks 
and also of monetary policy. 

The reason for the switch from 
deposit to Treasury Bills is that 
wnile Treasury Bill rates are us- 
ually only slightly lower than the 
Bank rate, deposit rates are us- 
uaily 2% below the Bank rate. 
The banks feel that they cannot 
afford to pay much higher rates 
owing to their increasing over- 
head charges. On the other hand, 
a large and increasing number of 
depositors see no reason why they 
should be content with the de- 
posit rates if they can earn much 
more holaings of Treasury Bills. 

From the point of view of mon- 
Ctary policy the new practice 
vives rise to contradictory tenden- 
cies. On the one hand it tends to 
keep down the liquid ratio of the 
If a deposit of say, £300,- 
000,000 is converted into Treasury 
Bills, the banks being unable to 
maintain their holdings of Treas- 
uly Bills owing to the inadequacy 
of their supply, have to curtail 
credit to something like £1,000,- 
000,000 in order to maintain a li- 
quidity ratio of 30%. So long as 
the supply of Treasury Bills re- 
mains limited this is a facto 


banks. 


hiadh- 


ing for deflation. 

On the other hand, competitive 
demand for Treasury Bills by 
banks and outside buvers tends 
to lower Bill rates. At the time ol 
writing the Treasury Bill rate is 
) which is 1° below the 
bank rate. Should the practice of 
on-banking buying become in- 
tensified the gap between Bill 
rate and Bank rate would widen 
further. Even though the rate 
on bank loans are determined | 
the bank rate and not by Treasur: 
Bill rates, a stage may be reached 
at which the authorities may feel 
obliged to the Bank rate 


adiust 
j 


to the Bill rate which would make 


for inflation. The new practice 
has not been proceeding long 
enough to enable the authorities 


to make up their minds whether 
the inflationary aspect the 
practice tend to exceed its defla- 
tionary aspects or vice versa. 


of 


Solution to Problem 


What is a much more important 
problem is the effect of the self- 
imposed rules of liquidity ratio 
on the price of Government stocks. 
There would of course be a sim- 
ple solution both to this problem 
and the problems arising from 
the new practice of private de- 
mand for Treasury Bills. A rule 
should be established under which 
Government Loans of every kind, 
or at any rate those with rela- 
tively short maturities should be 
eligible for the purpose of calcu- 
lating the liquidity ratio. There 
is no reason why the authorities 
should not be able to persuade 
the banks to adopt this rule of 
their own free will seeing that this 
is to the interest of every one of 
them. On the other hand, if this 
is not done on a voluntary basis 
the Government should be pre- 
pared, in the interest of the sta- 
bility of the gilt-edged market, 
impose regulations on the banks 
concerning their practice of li- 
quidity ratio. This would be a 
drastic departure from the infor- 
mal ways dear to British tradition, 
but it might become inevitable. | 


Joins Dean Witter 


LOS ANGELES, Calif. 
Thomas H. Dobson has joined the 
Staff of Dean Witter & Co., 632 
South Spring Street. 


James P. Doherty 
50 Years in Business 


James P. Doherty, an account 
executive at E. F. Hutton & Com- 
pany’s Chicago Office at 338 
Board of Trade Building on June 
28 marked his 50th year in the 
profession and at the same time 
his 66th birthday. 

This double-milestone day 
found him at his desk checking 
market prices for his clients. 

Celebration of Mr. Doherty’s 
half century as a_ stockbroker 
came as a complete surprise to 
him. Franklin G. Clement, part- 
ner of E. F. Hutton & Co., pre- 
sented him with a bronze plaque 
in recognition of his long, devoted 
service. Attending the ceremony 
were three generations of James 
P. Dohertys, the youngest being 
two years old. 

Mr. Doherty was also cited for 
his two decades of membership in 
the Chicago Board of Trade. He 
also is a member of the Midwest 
Stock Exchange. 

His ticker tape association be- 
gan in 1907 when he joined the 
stock brokerage firm of S. B. 
Chapin & Co. as an office boy. 
After having served in the U. S. 
Navy during World War I he re- 
turned to the company as head of 
the grain department. In 1930 he 
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became a partner until the firm 
merged with Clement Curtis & 
Co., and soon afterward he was 
admitted as a partner to the new 
organization. Finally, when Cle- 
ment Curtis & Co. joined forces 
with E. F. Hutton & Co., Mr. 
Doherty and son both became 
members of the new concern. 


Wainwright-Ramsey 
Appointed by Phoenix 


Mayor Jack Williams has an- 
nounced the appointment of 
Wainwright & Ramsey Inc., con- 
sulting firm on municipal finance, 
of 70 Pine Street, New York City, 
as financial consultant to the City 
of Phoenix, Ariz., in connection 
with the city’s proposed $70 mil- 
lion public improvement program. 

The financing plan, including 
both general obligation and rev- 
enue bonds, is expected to require 
from five to seven years. Pro- 
ceeds from the bond sale will be 
used for various municipal im- 
provements. 


Paine, Webber Adds 


(Special to Taz FrnaNCIAL CHRONICLE) 
LOS ANGELES, Calif. 
Paul E. Stevenson, Jr. has been 
added to the staff of Paine, Web- 
ber, Jackson & Curtis, 626 South 
Spring Street. 
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Business Today and Tomorrow— 
As Prominent Economists See It 


Autherities on economic trends project the future course of 

business and offer suggestions ranging from increase in money 

supply, by National Industrial Conference Board’s chief 

econcmist, to “watch your step,” by “Journal of Commerce 
Associate Editor. 


stions placed before a 
panel of eminent economists ad- 
duced concise, meaningful insight 
into the possible oncoming trend 
of economic events. 

The participants in the panel 
discussion, presented before the 
National Association of Purchas- 
ing Agents’ 42nd Annual Interna- 
tional Convention, held in At- 
lantic City, N. J., were: Martin R. 
Gainsbrugh. Chief Economist and 
Livision of Business 
Economics, National Industrial 
Conference Board, Inc., New York, 
N. Y.: J. A. Livingston, Financial 
Editor, “The Evening & Sunday 
Bulletin,” Philadelphia, Pa.; 
George A. Renard, Associate Edi- 
tor for Purchasing Economics, 
“Journal cof Commerce,” New 
York, N. Y.; and Dr. Leo Wolman, 
Professor of Economics, Columbia 
University. 

The questions placed before the 
panel, as formulated by the Mod- 
erator, Dr. H. E. Luedicke, Editor 
and Economist, “Journal of Com- 
New York City, are re- 

below, along with the 
responses made by the members 
of the panel and the Moderator’s 


summary: 


By MARTIN R. GAINSBRUGH 


Chief Economist, The National 
Industrial Conference Board 


Four qué 


Director, 


merce,” 
produced 


Mr. Gainsbrugh terms the emerg- 
ing outlook at midyear one of 
underlying strength. Sees high 
end product demand, coupled 
with slight dip in production, 
taking heat off inventory posi- 
tion, and points te moderate 
production rise in second half. 
Holds capital spending outlook 
appears stronger; cites letup in 
inflationary pressures, with need 
to stimulate demand seen favor- 
ing increase in money supply. 
The opening half of 1957 has 
been characterized by surprising 
strength in end product demand. 


THE QUESTIONS 
Will the current “lull” lead 
into a resumption of the up- 
turn in the second half of 1957 
and if so, will such an ad- 
vance indicate that needed 
adjustments have been satis- 
factorily concluded or that tire 
need for further adjustments 
has been merely postponed to 
a later date, perhaps 1958? 
Will the wage-price spiral 
continue and ultimately push 
the developing profit squeeze 
to the point where it will 
jeopardize the high level of 
prosperity and employment? 
And can such a danger point 
be timed, at least approzi- 
mately? 
(3) How serious is the economy's 
drop in liquidity and will a 
change in monetary and credit 
policy be needed to neutralize 
it? Moreover, is easier credit 
needed to stimulate demand 
in an effort to bridge the gap 
between rising capacity and 
consumption? 
Will the developing profit- 
squeeze and lower liquidity 
bring about a drop in capital 
outlays in 1958, if not this 
year? And if so, how long 
can consumer spending be ex- 
pected to keep rising in the 
Jace of any protracted drop in 
business spending? 


(1) 


(4) 


inventories into better balance 
and suggests that the rate of pro- 
auction may have to be stepped 
upward during the closing half of 
1957. 

Total business activity in the 
opening half of this year is con- 
siderably stronger than would ap- 
pear from a quick glance at the 
figures for aggregate economic 
activity. Such broad measures as 
personal income, employment and 
retail trade have more than held 
their ground. Gross national prod- 
uct—the nation’s total expendi- 
tures for goods and services—was 
already at a record rate of $427 
billion in the first quarter, and 
appears to be moving even higher 
in the second quarter. 

The demand for inventories was 
reversed sharply in the first quar- 
ter. A healthy inventory correc- 


This has been more than sufficient tion occurred under controlled and 


to offset the 
loss of demand 
for inventory 
purposes sv 
that employ- 
ment and per- 
sonal incomes 
were left un- 
affected. True, 
manufacturing 
output, par- 
ticularly of 
durable goods, 
has been mod- 





estly below 
the peak 
levels of late M. R. Gainsbrugb 


1956 as orders 

have been ‘d more 
and warehouse stocks 
new production. 

Production for inventory pur- 
poses is lower than at any time 
in the past two years. Meanwhile, 
consumer expenditures, particu- 
larly for soft goods and even more 
for services, have continued to 
expand, as have public outlays of 
all units of government, Federal, 
state and local. 

As a result, it appears that more 
goods will have been taken off 
the market place than were enter- 
ing it during the opening half of 
the year. This in turn is bringing 


Lille 


from shelf 
than from 


planned conditions, following the 
large inventory accumulations of 
the past two years with prices in 
general holding firm. Meanwhile 
final demand—that is, dollar out- 
lays by consumers, by govern- 
ment, by foreigners, and by busi- 
ness (ex-inventories) — continued 
to rise almost as much as in the 
booming fourth quarter of 1956 
and is still well in excess of cur- 
rent output. 

As we near the second half of 
the year, it now appears that busi- 
ness demand for plant and equip- 
ment will provide essential sup- 
port for a high-level economy. 
The Conference Board’s quarterly 
survey of capital appropriations 
of the 1,000 largest manufacturing 
corporations was the first, last 
November, to foreshadow the 
Jeveling out of capital expendi- 
tures. Our latest returns now 
suggest continued strength in busi- 
ness spending for new plant and 
equipment during the second half 
of this year. 

The most recent survey, taken 
at the close of the first quarter of 
1957, reveals that business appro- 
priated more money for expansion 
than it expended in that quarter. 
This differs sharply from the 
weak pattern of ¢apital appropria- 
tions in the closing months of 


1956. In fact, new appropriations 
are now about at the same level 
as a year ago. Appropriations con- 
tinue to decline in the automotive 
industry and for nonferrous met- 
als and steel; but they were 
up sharply tor oil, chemicals and 
other soft goods. 

In the aggregate, the expecta- 
tions series now imply that busi- 
ness investment in new plant and 


equipment should be maintained 
at a high level throughout the 


year rather than dip sharply as 
had been feared earlier. 

While the backlogs of unspent 
appropriations also reached a new 
h.igh, the increase over a year ago 
has narrowed for the third suc- 
cessive quarter. This changed 
trend in the appropriations back- 
log means that capital spending 
is far more dependent on the rate 
of current decisions to spend than 
in many past years. Current busi- 
ness developments, particularly 
protits and profit margins, have 
now become a key determinant 
in near-term planning of plant 
and equipment outlays. 

We are, moreover, entering a 
period when a basic economic 
problem now confronting us is that 
of bringing total market demand 
up to the greatly enlarged capac- 
ity brought into being by these 
record capital outlays. In indus- 
try after industry current capacity 
now seems to be running ahead 
of market demand. In sharp con- 
trast, throughout much of the past 
decade, market demand was well 
in excess of the capacity to pro- 
duce. A slight slack in the labor 
force and a modest sag in hours 
of work have also emerged. 

Prices at the wholesale level 
show little of the inflationary 
fever of 1956, while spot commod- 
ity prices are lower than they 
were a vear ago. 

The question may well be raised, 
therefore, whether an increase in 
the money supply is not now war- 
ranted. The nation’s money sup- 
ply is virtually no larger current- 
ly than it was 18 months ago. The 
prospective market for goods and 
services is substantially greater. 
Less restraint in money and credit 
than we have had in the most 
recent past could serve to facili- 
tate the entrance of additional 
new demand in the second half 
of the vear. 

Even more in point, such an ex- 
pansion could help us in the longer 
term task of adjusting our supply 
to meet the rapidly changing pat- 
tern of market demand in the dif- 
ficult and challenging decade that 
lies ahead before we reap the 
golden harvest of the mid-60’s. 


By DR. LEO WOLMAN 


Professor of Economics, 
Columbia University 


Prominent labor economist traces 
sharp increase in labor costs per 
unit of output since 1946 and is 
doubtful that monetary and fiscal 
policy can act as effective brake 
on rising wages under current 
high employment policies. Ex- 
pects continuance of wage-price 
spiral. 


One of the basic issues of 
our postwar business history is 
whether or not union wage policy 
has been an important contributor 
to inflation or 
the decline in 
the value of 
the dollar. 
One might 
think that this 
is a queer 
question to 
ask for a pe- 
riod in which 
wage costs 
have risen 
steadily and 
without in- 
terruption at 
a very rapid 
rate. It does 
not, however, 
seem a queer question to many 
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business and labor observers who 
regard whatever organized labor 
does as a neutral factor in the 
business situation. 

The facts do not support this 
view. Wages and the wage costs 
of fringe benefits have _ risen; 
productivity has also risen but at 
a much slower rate than total 
wage cost; and, in consequence, 
lavor costs per unit of output has 
also gone up. Thor Hultgren of 
the National Bureau of Eccnomic 
Research has estimated that labor 
cost per unit of output in manu- 
factures increased 21% from 1946 
to 1955. 

Such a rise in labor cost will 
reflect itself in rising prices un- 
less monetary and fiscal policy 
is not available to support higher 
prices and unless business condi- 
tions are inhospitable to rising 
prices. With a public policy dedi- 
cated to high levels of employ- 
ment it is a mistake to expect 
monetary and fiscal policy to act 
as an effective brake on the pat- 
tern of wage cost increases with 
which we are alli familiar. 

As for business conditions cal- 
culated to halt this pattern of 
wage advances, they can hardly 
be said to exist in 1957. Without 
attempting to look too far ahead, 
the. continuance of a wage-price 
spiral is the most reasonable ex- 
pectation. 


By J. A. LIVINGSTON 
Financial Editor, The Evening & 
Sunday Bulletin, Philadelphia, Pa. 

Terming present lull as calm be- 
fore an upturn, Author-Economist 
stresses management’s freedom 
from financial pressures because 
of strong working capital posi- 
tion; doubts near-term slacken- 
ing in business expenditures; 
and expects new expansion phase 
in consumer spending. 


The “Livingston Law of Sleep- 
lessness for Discerning Depres- 
sions” indicates that the present 
is the calm 


lull in prosperity 
before an up- 
turn. Workers 
aren't losing 
sleep nights 
for the reason 
that jobs are 
readily avail- 
able. The 
slowdown in 
home building 
and the gen- 
eral lull in 
production has 
not cut down 
the total num- 
ber of jobs 
available. Un- J. A. Livingston 
employment 

fell 200,000 to 2,690,000 in April. 


Even more important, business 
men are not taking sleeping pills 
to get away from financial trobles. 
It’s not like it was in 1929 when 
interest rates had soared to over 
6% and many businessmen were 
in the stock market—overbought 
and undermargined. The slightesi 
drop in stock prices provoked 
margin calls. The executive was 
more concerned with the stock 
ticker than with getting new busi- 
ness. 

Now, in spite of a record volume 
of business, most corporations are 
comfortably fixed with cash and 
other current assets. They're not 
overloaned. They’re not in danger 
of running out of money. 

Working capital of all corpora- 
tions has risen from $90,000,000,- 
000 in 1952 to $108,000,000,000, 
which makes it comfortably easy 
for businessmen to handle the in- 
creased dollar volume of goods 
and services in the U. S.—$345,- 
000,000,000 in 1952 and $424,000,- 
000,000 last year. Net working 
capital represented 26.1% of GNP 
in 1952. It’s 25.5% now. Not much 
change. The ratio of current as- 
sets to GNP is down from 54% to 





51.8%. This is offset by a lower 
current liabilities ratio — from 
21.6% to 26.1%. 


That goes far to explain why 
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higher rates have not 
forced reduction in the total 
volume of plant and equipment 
expenditures. Roger Blough, of 
U. S. Steel, for example, points 
out that his company expects to 
add a million tons of capacity a 
year for the next two dec- 
ades. He says the entire in- 
dustry will have to increase ca- 
pacity 37!2% by 1975. That, in the 
face of recent declines in steel pro- 
duction, notably sheet ang strip. 
The problem, argues Bleugh, is 
not “temporary drops,” but relent- 
less long-term demand. 

That freedom from financial 
pressure also explains the expan- 
sive attitude of industry generally. 
The SEC Department of Com- 
merce survey on plant and equip- 
ment expenditures indicates that 
1957 outlays will be greater than 
1856, though at a slackening rate. 
However, once again the figures 
may be an under prediction. The 
Fcderal Reserve Bank of Philadel- 
phia made a survey otf companies 
in the Greater Philadelphia area 
last Fall—in October. They indi- 
cated their capital investments 
would be up 13%. In March, the 
survey was repeated—for a quick 
recheck. This time; the expecta- 
tion was that outlays would be up 
20%. 

Money is looser than at the be- 
ginning of the year. The Reserve 
Board will certainly keep it loose 
cnough for business to be able to 
maneuver, Consumer pressure for 
voods and services seems likely to 
cnter a new phase of expansion 
later in the year. Hence, my con- 
clusion that the conditions for 
prosperity are present—available 
money, money for business and 
available income for consumers. 
Hence, too, there will be no near- 
term slackening in business ex- 
penditures, 


interest 
a 


Whai’s more, expanding govern- 





ment spending Federal, state, 
and local—gradually will uptilt 


the economy, gradually will work 
it out of its present production 
lull. 


By GEORGE A. RENARD 


Associate Editor for Purchasing 
Economics, The Journal of 
Commerce, N. ¥. City 


Mr. Renard sees close balance in 
current economic picture; be- 
lieves rigid cost components bar 
sharp price declines while com- 
petition bars sharp price ad- 
vances, and welcomes “rolling 
adjustments” as improvement 
over perpetual boom - and - bust 
pattern. Stresses need for flex- 
ible and adjustable purchasing 
policies. 


An amateur finding himself 
tangled with such acknowledged 
experts, in this four-star presen- 
tation of their future forecasts and 
former fail- 
ures, should 
plead the fifth 
amendment. 

In my ear- 
to-the -ground 
research, 1 
find consider- 
able differ- 
ence of opin- 
ion as to 
whether 
business is 
good but not 
buoyant... 
or buoyant but 
not good. 

The eco- 
nomic extrapelators 
minor storm warnings in the 
statistics. The statistical inter- 
preters expound on the malad- 
justments and, in general, con- 
clude that the over-all economic 
conditions are too robust to be 
rapped. 





G. A. Renard 


find only 


The average businessman is 
probably like the fellow on a 
picnic in the woods with a dream- 
boat. The day was perfect, and the 
gal had everything . .. but, he 
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spent all his time fanning flies off 
the potato salad. 

Business, if anything, has been 
too good ... too long... for its 
own good. A slowdown in busi- 
ness expansion, and in the gallop- 
ing costs and prices that have 
accompanied it, should be wel- 
comed. Much of the expansion in 
business and the escalation in 
prices was sparked by war emer- 
gencies and defense preparations. 
I believe those hazards and 
tensions are actually tapering off, 
with the Russian planners realiz- 
ing they have bitten off more 
than they can chew. 

I believe that some rigid cost 
components will keep prices from 
declining too much... too soon. 
I believe that the trend of pro- 
duction and competition will keep 
prices from advaneing very far 
: very soon—and that the 
longer trend will be downward. 

The rolling adjustments that we 
have experienced in our economy 
are certainly an improvement 
over the former feast-and-famine 
rhythm of boom-and-bust; but, if 
we insist Gn perpetual boom-and- 
expansion must of it built on 
artiticial demands—we can hardly 
fail to get our hair curled. 

I would say it is foolish to 
worry too much about the long- 
term trends that are probable or 
possible, but certainly unknow- 
able. With few exceptions, in- 








ventory and purchasing policies 
are short-term, local problems... 
closely related to budgets and 
balance sheets. If you can call the 
turns six months in advance, you 
can become a purchasing whiz on 
the management team. 

But, watch your step. Under the 
present pattern of rolling adjust- 
ments with an overall sidewise 
movement, the recognition ac- 
corded to and responsibility im- 
posed upon Purchasing on the 
Management team are expanding. 

Purchasing is the interchange 
between the money of the com- 
pany and the materials and sup- 
plies required in its operations. 
So, prices become the rate of 
exchange. 

One knows from experience that 
prices are not moving uniformly. 
In fact, the rolling adjustments in 
prices and inventories are a major 
factor in these widely-publicized 
rolling adjustments in our econ- 
omy. That means purchasing poli- 
cies for various materials must be 
flexible and adjustable to rock 
with the rolls. That resvonsibility 
is one that cannot be turned over 
to electronic computers and _ it 
can’t be handled by autcmation. 
It calls for up-to-the-minute 
factual information on supply- 
cdemand-price relationships on the 
commodities YOUR company uses, 
so that you can feed current pur- 
chasing advice to the management 
team. 


By H. E. LUEDICKE 
(Panel Moderator) 


Editor and Economist, Journal of 
Commerce, New York City 


Moderator Luedicke finds panel 
in agreement that near-term out- 
look is promising, with opinions 
varying merely in degree of op- 
timism. Longer-range outlook 
held clouded because of uncer- 
tainties surrounding future infla- 
tionary trends. Acknowledges 
panel’s concern over profit- 
squeeze danger, but concludes 
there is still no unanimity over 
advisability of early change in 
credit policies. 


The most ditnecult part of a 


moderator’s job, in summarizing 
a star-studded meeting like this 
whether 


one, is to determine 
something like 
a consensus, 
on the out- 


- “Yul” 





unanimity in the belief that no 
accelerated decline is likely from 
current levels because the current 
has brought about some 
significant corrections in the im- 
balances that were the inevitable 
result of the 1955-1956 phase of 
the postwar boom. 


No similar unanimity unfolded 
in the panelists’ views on the 
likely pattern for 1958-1959, how- 
ever. Actually, there was a 
marked reluctance to look that 
far ahead at this time which left 
me, for one, with the uncomforta- 
ble feeling the panel does not be- 
lieve that there will be anything 
like a straight line from the cur- 
rent level of business to the 
“golden harvest of the mid-sixties” 
about which Martin Gainsbrugh 
spoke so eloquently. 

That intervening decade is go- 





look, emerged ing to be a period marked by 
from the pro- great “challenges.” Perhaps the 
ceedings that most significant of all will be the 
is valid and fate of inflation. Much wiil de- 
specific pend on the outcome of, or the 
enough to vascillations in, the current con- 
servé asa troversies over the trend in gov- 
guidepost for ermment spending. the next major 
those who move in credit policies and the 
come to the wage-price spiral. 
meeting not Protessor Wolman thinks that 
only tobe en- ay <4 continuance of the wage-price 
tertained. but @a.* Al wae )«6Cspiral is to be expected. Even 
looking t< Heinz E. Luedicke George Renard and Maitin Gains- 
assistance brugh. who both stressed the cur- 
crystallizing their own views. rent “lull” in inilation, shared 
Th iffer . : ‘ Dr. Wolman’s apprehension over 
1 erences ol gt the basic inflationary trend. 
amone Dn sanelists seems cert : 
ges Mist a “os he it one oO Mr. Livingston’s belief that 
roe ues po Pa as “ications - bullish- American industry now enjoys 
ee setween bullish- «freedom from financial pressure” 
? cS ’ YT oo 1c cc ° 
ess ana bearisnness. did not hide growing concern over 
rhe views on the second half progressive profit-squeeze. I! 
of 1957 ranged from marked con- trouble comes, it is likely to come 
fidence, to Wait-and-see ap- from that front. Consequently, 
proach, but there was significant there was not too much elation 
For Banks, Brokers, Dealers 
New Cornelia Exiensi 
ew Uornelia Exiension 
Gopper Corp. 
Common Stock 
BOUGHT e SOLD e QUOTED 
HARRY SIMMONS CO. 
40 Exchange Place, New York 5, N. Y. 
WHitehall 4-6627 Teletype N. Y. 1-4581-2 











over recent upward revisions in 
corporate profit estimates by the 
Council of Economic Advisers al- 
though any slowdown in the 
profit-squeeze may well postpone 
the day when temporary cutbacks 
in capital outlays are deemed ad- 
visable. The Conference Board’s 
quarterly series on new appropri- 
ations for capital outlays is rap- 
idly becoming one of the key 
economic indicators although its 
foreshadowing accuracy still is in 
the experimental stage. 

When economists talk, it is to 
be expected that part of their time 
will be devoted to considerations 
of what ‘ought to be done” in the 
field of economics. 

At the moment, the big contro- 
versial item is what ought to be 
done about tight money, or to put 
it more accurately, whether there 
should now be a change in the 
credit policies pursued by the 
Feceral Reserve system in order 
to iacilitate an increase in money 
supply. 


Martin Gainsbrugh thinks so; 
Joe Livingston feels that mone- 


tary conditions for prosperity al- 
ready exist. 

If Professor Wolman is right in 
expecting further wage-price in- 
flation—as I believe, he is—and 
if the general confidence on the 
near-term business outlook ex- 
pressed by the panel is right—as 
I believe, it is—it would seem that 
this is not yet the time for a basic 
change in credit policy—even if 
there is a growing feeling that 
some action may be advisable to 
stem further declines in the field 
of housing. 

Many problems remain that de- 
mand your continued attention. 
George Renard has expressed this 
with great forcefulness and to the 
point. But, over-all, this certainly 
is no time for pulling in one’s 
horns in despair. 


New Cornelia Copper 
Stock Offer Completed 


The recent stock offering made 
through Willis E. Burnside & Co.., 
Inc. of New York City of 300,000 
shares of New Cornelia Extension 
Copper Corp. common stock (par 
10 cents) at $1 per share was 
quickly completed. 

The purpose of the present of- 
fering is to secure funds to do a 
minimum of 9,006 feet of diamond 
drilling on the company’s property 
in the hope of finding a commer- 
cial ore body of copper ore, and to 
pay instalments of the purchase 
price which will become due in 
June, 1958, 1959 and 1960. Should 
an ore body be determined, the 
results would provide the basis on 
which to plan further work on the 
property. 


Following the sale of the new 
stock there will be outstanding 
€30.000 shares, out of 5.000.000 
shares outhorized. 

The New Cornelia company, or- 
ganized in Deiaware on May 10, 
1957. has entered into an avree- 


ment to purchase a 75% undivided 


interest in three patented claims 
situated about 112 miles from Ajo 
in the Ajo Mining District, Pima 
County, Ariz., commonly known 
as the Firefly, Firefiv No. 1 and 


Firefly No. 2 claims. The property 
is in the exploratory stage. 

The Cornelia Mine, 
by the Phelps Dodge Corp.., 
jacent to the northeast border ot 
the property of New Cornelia Ex- 
tension Copper Corp. 


With Eastman Dillon 


PHILADELPHIA, Pa.—Eastman 
Dillon, Union Securities & Co., 
members of the New York Stock 
Exchange and other leading ex- 
changes, announce that John L. 
Fearey has become associated with 
them as.a registered representa- 
tive in their Philadelphia office, 
225 South Fifteenth Street. 

Mr. Fearey was formerly asso- 
ciated with James H. Oliphant & 
Co., New York. 
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Buying Turnpike Bonds 


Denying any material distinction between revenue Turnpike 

bonds and corporation bonds, since both depend upon earn- 

ings, noted financial analyst refers to Turnpike bonds’ low 

price and claims their non-tax feature far exceeds the slight 

risk of declining earnings. Terms investors of taxable auto- 

mobile stock inconsistent if they refuse to buy non-taxable 
Turnpike bonds. 


Non-taxable bonds are around 
their lowest prices for a long 
number of years. As an illustra- 
tion, State of Massachusetts high- 
ly rated bonds 
carrying the 
full faith and 
credit of the 
State, free of 
all Federal 
and State 
taxes, which 
sold at par in 
1950 can now 
be bought 
around 65. 
This isthe 
lowest price 
in their his- 
tory. 


Roger W. Babson This decline 
is due to the 
constantly increasing interest 


rates of the past several years. 
There is no other logical reason. 
While the stock market has been 


climbing since 1949 (when the 
Dow - Jones Industrial Average 


was around 165, in contrast to to- 
day’s level of around 500), bonds 
have been declining. Yet the bond 
market is just as susceptible to 
the Law ot Action and Reaction 
as the stock market. When stocks 
are clearly in a bear movement 
and money rates decline, bonds 
will again go up in price. There- 
fore, non-taxable bonds may be 
in the position today that the blue 
chips were eight years ago when 
they were selling at a third of 
their present prices. 

Certain banks and other institu- 
tions which are large bond buyers 
state that there are reasons other 
than increased interest rates why 
municipal bonds are selling so 
low. Due to the possibility of 
World War III, some of the sav- 
ings institutions have been sell- 
ing the bonds of large cities, es- 
pecially industrial cities which 
could be targets for bombing. At 
the same time, these institutions 
have found it very difficult to 
sell the unlisted bonds of small 
cities and towns, even though 
they are perfectly safe and yield 
around 4% income-tax-free. 


What About Turnpike Bonds? 
I believe Turnpike Bonds 


because they are revenue bonds, 
dependent upon the earnings of 
the turnpike. Yet, every corpora- 
tion bond is a revenue bond, de- 
pending upon earnings. The non- 
taxable feature of turnpike bonds, 
however, far exceeds the slight 
risk of declining earnings. I admit 
that with rationing of gasoline in 
the event of World War III, turn- 
pikes would temporarily be in 
trouble; but so would almost 
everything else. No bombing, 
however, could materially dam- 
age a modern turnpike. 

Recently, the Boston & Maine 
Railroad cenceled all its commu- 
ter business because of a strike by 
the maintenance men. It would 
take a strike of several months’ 
duration by Turnpike mainten- 
ance men before their services 
would be missed. Practically the 
only necessary employees of a 
Turnpike Authority are those 
who collect the tolls. And T can- 
not imagine these men striking. 
Turnpikes are therefore less liable 
than most investments to suffer 
from labor troubles. 


The Automobile Industry 


One of today’s fastest growing 
industries is the Automobile In- 
dustry, and our turnpikes must 
prosper along with it. Not only 
are new cars put out by the mil- 
lions each year, but boys in a verv 
old Ford must pay the same toll 
as those riding in new Cadillacs' 
Everyone wants to save time, and 
also it is very much safer driving 
on a six-lane modern turnipke. 

These turnpikes can never be 
built for less than their present 
cost. Therefore, the government 
in’ its néW ‘Road-Building Pro- 
gram, should be glad to take over 
any of these turnpikes and then 
pay the bondholders in f'1!'. I am 
also told that the present thought 
in Washington is to spend funds 


on widening and _ straightening 
present two-lane hig'iwavs to 


make them four-lane and six-lane 
roads, rather than putting °!1 the 
money into new turnpikes. Eighty 
per cent of the accidents today oc- 
cur on the ordinary two-lane 
highways. Furthermore, most of 
the these accidents occur on un- 
necessary hills and curves. The 








should be a logical exception to most inconsistent investors today 
the above situation. They have are those who are buying taxable 
both security and marketability. General Motors stock and refusing 
The conservative financial insti- to buy non-taxable Turnpike 
tutions say they do not like them Bonds! 
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Revenue Bond Financing 
And Interest Rate Trends 


prices for 3% 40-year bonds are 
shown. 

During this period prices for 40- 
vear 3% bonds (based on “Bond 
Buyer” index) have gone down 
from about 103 to about 86. This 
17-point drop is not an isolated 
example of violent changes in 
municipal bond prices within a 
brief span of time. Witness, for 
example, drops of 16, 17 and 16 
points, respectively, in 1946, 1947 
and 1951: also witness rises of 11, 
13 and 11 points, respectively, in 
1940, 1948 and 1950. (See Chart 
No. 2 J 
Sees Same Influences at Work 

So far we have been looking at 
where we have been in terms of 
the general municipal bond mar- 
ket. You may wonder whether we 
have traveled the same or a dif- 
ferent route in the revenue bond 
market. To find this out, let’s 
again reiv on “Bond Buyer,” which 
publishes daily the bid and asked 
prices of a number of revenue 
term bonds. Recently, we put to- 
gether in our olfice an index of 
the average offering prices of 15 
of these bonds, having an average 
maturity of almost 40 years and 
an average interest rate of about 
3.35% . The index is over-weighted 
by toll-revenue bonds, because the 
list of issues quoted by the “Bond 
3uyer” contains a preponderance 
of such bonds. However, we all 
know that the general operating 
experience with electric revenue 
bonds has been more favorable 
than with toll revenue bonds, so, 
surely, we can concede that this 
revenue bond index is more ex- 
aggerated on the bearish side than 
would be an index, if available, 
strictly of electric revenue bonds. 
Let's plot this revenue bond index 
on to Chart No. 2, thus making 
Chart No. 3, and watch how paral- 
lel the lines are. It seems to me, 
from Chart No. 3, to be a reason- 
able observation that the revenue 
bond market has been influenced 
by exactly the same factors as 
has the general municipal bond 
market. 

From the beginning point to 
ending point, both incices dropped 
about 17 points. Whenever one 
index got off the beam to widen 
the differential between it and 
the other index, it was soon ra- 
dioed back onto the course. (See 
Chart No. 3.) 

By now, I believe, we have done 
enough looking backward to see 
where we have been and to ob- 
serve where we are now. So let’s 
discuss why we went where we 
did and how we got here where 
we are. 


Discusses Five Influencing Factors 
There are, in my opinion, just 

five fundamental factors, which 

affect the relative prices, from 

time to time or as between one 

bond and another, of municipal 

general or revenue bonds. These 

are: 

(1) Federal income tax exemption. 

(2) Maturity. 

(3) Quality and security. 

(4) Management and salesman- 

ship: and 

(5) Supply and demand. 

I do not list above money man- 
agement by the Federal Govern- 
ment or the Federal Reserve as a 
separate factor, because it seems 
to me that money management bv 
the Government or the Federal 
Reserve has, for some years, been 
directed toward influencing the 
fundamental law of supply and 
demand. Granted, the Govern- 
ment and the I: deral Reserve can. 
and do, exert a powerful influence 
on that old, unpopular, natural 


law. However, since the Govern- 
ment stopped pegging U. S. bond 
prices and except for certain qual- 
itative measures designed to di- 


rect money into, or away from, 
certain channels, governmental 
money management may be con- 
sidered from the quanitative stand- 
point, for our purposes today, I 
believe, as an important element 
of the larger subject of supply 
and demand. 


Tax Exemption 

As to the first of the five fac- 
tors, tax exemption, may I cite a 
few illustrations of its value to 
issuers of electric revenue bonds. 
Look back at Chart No. 1 to the 
years from 1937 to 1945 and recall 
that during that period income 
tux rates rose to a distressing ex- 
tent, corporate rates going from 
17% to 40%. Also consider 1950 
when rates were raised again, the 
corporate rate from 38% to 47%, 
and also 1951 when another in- 
crease put corporate rates up to 
52°.. Just so that you won't think 
that the 1950 and 1951 tax-exempt 
bond market changes were caused 
by over-all interest rate trends, 
let's look at Chart No. 4 to see 
what happened to municipal and 
U. S. Government longest-terin 
bond prices at the time of those 
tax increases. Municipal bonds 
went up in price in both cases, 
while Government bonds were 
going down. (See Chart No. 4.) 

If you were to ask what Federal 
income tax exemption is worth to 
municipal officers as issuers of 
tax-exempt general or revenue 
municipal bonds, I could not give 
you a closer answer than “plenty.” 
Trying to isolate and bottle up 
any one of five fundamental fac- 
tors is like trying to isolate and 
bottle up the germ which causes 
colds. Suffice it to say that, as of 
June 15, 1957, the general mu- 
nicipal tax-exempt bond market 
index of “Bond Buyer,” as com- 
pared to tne taxabie corporate 
bond index of Moody’s, indicated 
that tax-exempt municipals might 


34 of 1% lower than the corporate 
bond rate. Converted to dollar 
price on 40-year bonds this would 
be more than 15 points. In 1945 
the difference was 112%, or over 
30 points, on a 40-year bond. As 
supply and demand changes its 
balance, tax exemption changes 
its value. What can state and 
local public officials do about this 
most important factor of tax ex- 
emption which greatly influences 
the interest rates on their bonds? 
They can keep constantly alert to 
any attacks, as they have in the 
past. I doubt, however, whether 
any of us want to oppose Federal 
income tax rate reductions. 


Advises Long Term Issues 

As to the second of the five fac- 
tors, maturity, | am sure that you 
are all familiar with the maturity 
yield curve whereby, for many 
years, you have had to pay a 
higher interest rate on long-term 
bonds than on short-term bonds 
and you know that this curve 
changes its steepness and even its 
direction from time to time. How- 
ever, since municipal borrowing 
has to be patterned to the life of 
the projects and the revenue po- 
tentialities, rather than to the ma- 
turity yield curve, we will not try 
to discuss this factor at length. 
Suffice it to say that the differ- 
ence in interest rate today be- 
tween a 10-year and a 40-year 
municipal bond maturity is about 
4/10ths of 1%, which difference 
is the least difference during many 
years. In addition, may I point 
out that, for king-size issues, pub- 
lic officials might today profit by 


using long-term, sinking fund 
bonds, when possible, to tap a 


broader market. This broader mar- 
ket exists, not only because of the 


shortage of short-term bank 
money today, but also because 


king-size term bond issues can be 
quoted in the daily newspapers 
und acquire better liquidity and 
marketability than serial bonds 
can ever achieve. 

As to the third of the five fac- 
tors, quality or security, let’s rely 
on Moody’s Investors Service 
which rates municipal bonds Aaa, 
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municipal bond yields according 
to such ratings. Standard & Poor's 
renders a similar fine service. The 
difference to.ay between Aaa and 
Baa is about *4 of 1% in interest 
rate, which is about 15 points on 
40-year bonds. Over the years this 
difference has varied widely. Back 
in 1929, the difference, among 20 
large cities, between top prices 
and lowest prices, was only about 
1, of 1% in interest rate. In 1933, 
when many municipalities were 
experiencing financial difficulties, 
the difference, among the same 20 
large cities, was 5% in yield. By 
1937, when most municipalities 
had demonstrated their ability to 
overcome their depression diffi- 
culties, the difference closed to 
1.2% in yield among the same 20 
large cities. 

While there are many other ele- 
ments of municipal revenue bond 
quality, it seems to me to be 
proper to state here that public 
officials issuing revenue bonds 
can profit in obtaining lower in- 
terest rates on, and higher prices 
for, their bonds, by following the 
best available advice and copy- 
ing the most outstanding exampic- 
to build quality and security into 
their bond issues. While cutting 
the corners to outwit experienced 
banking and legal advisers may 
uppeal to some bargain hunters, 
or publicity seekers, it should be 
characterized as penny-wise and 
pound foolish. 

Cultivate Customers and Deaters 

The fourth of the five factors, 


management and _ salesmanship, 
probably should be classified as an 


The progress made in the last 10 
or 15 years by public officials in 
financial management and finan- 
cial salesmanship of electric rev- 
enue and other revenue bond en- 
terprises has been most heartening 
to investors and dealers. Just as 
they take great pains to serve 
their local electric customers, just 
as they promote the local sale of 
electric appliances and just as 
they have great concern about the 
problems of their local electricians 
and appliance dealers, so should 
they serve and promote their local 
and national bond customers and 
have concern for their local and 
national bond dealers. It will 
profit them proportionately. 

Bond investors and dealers re- 
quire frequent, complete and easy- 
to-read reports: also they need 
copies of news releases and cus- 
tomer-sales literature. Officials 
should build up their financial 
mailing lists: call on their bond- 
holcers and their bond dealers; be 
accessible for their inquiries; give 


them service and salesmanship 
with a smile. 
When they have a new bond 


issue problem, they should call in 
financial, legal and engineering 
cxperts, accept their professional 
advice, after making sure of their 
integrity, ability and lack of self- 
interest, and pay them for their 
help. Publish accurate. complete 
and business-like Official State- 
ments describing new bond issues. 
Spend a little money on bond sale 
promotion, just as on Kwh sales 
promotion, and get an even better 
run for one’s money. Try to 
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will go up in price after issuance, scurce ef above municipal bond last vear’s convention of this asso- 


an achievement which 
big dividends on future issues. 
This factor of management an’! 
salesmanship can not be bottled 
up and price-tagged, but it is the 
one of the five factors which is 
most under issuer’s control to do 
something about and many are 
already doing a very fine job. 
The tifth and most violent of 
the five factors is supply and de- 


wilt pay 


mand, including the _ influence 
thereon of money management. 
Back in 1937 to 1939, the mu- 


nicipal bord market, it seems to 
us today by hindsight, was sailing 
along with the breeze, pitching 
and rolling moderately with the 
tide and the waves of temporary 
unbalance of supply and demand 
and comparatively moderate tax 
increases, but returning to a rea- 
sonably consistent keel. During 
these same 1937 to 1939 years, 
longest-term U. S. Government 
bonds, after adjustment for the 
17% to 19% corvorate income tax 
rates then in effect, yielded about 
1, of 1% less than municipal 
bonds. The approximate annual 
volume of issuance of municipal 
tax-exempt bonds then was $l 
billion. 


But along came World War II 
and the drying up of the municipal 
tax-exempt bond supply to about 
one-half billion dollars per year, 
a large part of which was for re- 
funding purposes met by replace- 
ment demand. At the same time 
U. S. Government debt was being 
enormously increased. Despite all 
money management, which kept 
Government bond prices rising, 
the short supply of, and great de- 
mand for, tax-exempt bonds, when 
the corporate tax rate had gone 
from 17% to 40%, caused a picture 
which, by hindsight, seems ridicu- 
lous today. During the _ period 
1943 to 1945, longest-term U. S. 
Government bonds, on average 
over the period, after adjustment 
for the 40% corporate income tax 
rate then in effect, yielded about 
1/10th of 1% more than municipal 
bonds. 


Pent-Up Municipal Spending 

Then came, after World War II, 
necessity for local governments to 
recognize the demands of local 
citizens for public improvements 
long delayed by the depression 
and the war, a demand made over- 
whelming by the rapid increase 
in family units, new housing, new 
ideas for better living and in- 
creasing ability to pay taxes and 
service charges. This demand for 
public improvements, coupled 
with rapid advances in construc- 
tion costs, caused the one-half 
billion dollar annual supply of 
tax-exempt municipal bonds pre- 
vailing in 1945 to rise in six years 
to $3 billion in 1951 and to rise 
further in six more years, appar- 
ently, to $7 billion in 1957. U. S. 
Government bonds of longest ma- 
turity, after adjustment for the 
52% corporate income tax rate 
now in effect, yield about 115% 
less than municipal bonds. The 
“Daily Bond Buyer” index is the 


price data. 

This history may be summarized 
as follows: 

1937-39—1 billion supply—Mu- 
nicipals—tax-adjuste 1 
Governments plus !2 of 
1%. 

1943-45—!5 billion supply—Mu- 
nicipals=tax-adjusted 
Governments minus 
1/10th of 1%. 


1957 —7 billion supply—Mu- 
nicipals—tax-adjusted 
Governments plus 1!2%. 

As the supply of municipal 


bonds has vastly multiplied in re- 
cent years, so has t’e supply of 
other types of need for long-term 
credit. The total demand for long- 
term credit versus the total sup- 
ply of money available for long- 
term loans, of course, is a part of 
the story of the effect on munic- 
ipal bond prices of that old, un- 
popular, natural law of supply 
and demand. Early in 1957, an 
estimate was made by Girard L. 
Spencer of Salomon Bros. & 
Hutzler, which I am taking the 
liberty of summarizing as follows: 
Billions 
Demand for Long-Term 
Investment Funds— 





Municingis .......... $6.2 
Corporete : .....clucs 10.3 
BED aucelsacccou 24.5 

Total Demand __-__- $41.0 


Supply of Long-Term 
Investment Funds— 
Replacement Money__ $15.2 


New Money -..---_-- 24.7 
Total Supply ______ $39.9 
Deficiency of Funds___- $1.1 


1 wish I had a suggestion as to 
what issuers of electric revenue 
bonds might do to alleviate this 
supply and demand situation, so 
{o obtain higher prices and 
lower interest rates for your 
bonds, but I don’t. Perhaps. it 
would be conservative in this state 
of the market for them to limit 
bond issuance, when possible, to 
cash requirements for a relatively 
short period—say, six months— 
and to stretch out the financing of 
construction projects over as long 
a period as cash needs will permit. 

We have now discussed factors 
which have affected prices of 
bonds by many points, resulting 
in interest rates being more than 
cut in half between 1935 and 
1945 and then more than doubled 
between 1945 and 1957. 


as 


Charges False Propaganda 


Now to comment on an alleged 
factor which would not affect 
bond prices or interest rates in 


the slightest. 

Forty-eight commercial banks, 
or rather the men who have jobs 
in the bond departments of those 
banks, have been representing 
that, by granting them permission 
to bid on revenue bonds, such in- 
terest rates would be improved. 
This allegation is completely in- 
nocent of the economic facts of 
life. Regretfully, however, some 
public officials have been taken 
in by this propaganda, including 
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ciation. 

Dealers, or bond departments of 
banks acting in the capacity of 
dealers, do not make the market 
for bonds —investors make the 
market and fix the interest rates. 
Dealers only try to gauge what 
the market is. On the 100 munici- 
pal bond issues for which Lehman 
Brothers has most recently bid 
competitively up to June 13, the 
average difference between the 
first bid and the second bid has 
been less than 3/100 of 1%. Maybe 
the men in the banks can gauge 
the market better, so that they can 
cover the second bid by less than 
3/100 of 1%, but you can be sure 
that they are not going to cover 
the second bid by 4/100, at least 
not on purpose. 

When there is an over-supply 
of hogs, the price of hogs will not 
be affected by putting banks in 
the packing-house business. Pack- 
ing houses do not make the mar- 
ket for hogs, because they don’t 
eat the meat. The housewife makes 
the market, because she buys the 
pork chops. 

What’s the difference in prin- 
ciple with bonds? None. Dealers 
and bond departments of banks 
do not make the market for bonds, 
because they don’t keep the bonds. 
The investor makes the market, 
because he locks up the bonds in 
the safety deposit vault. 


Finds Conflict of Interests 


Since the bond departments of 
banks are not giving reasons based 


on the economic facts of life for 


their going into the revenue bond 
business, the question should be 
decided on the basis of public pol- 
icy as to the propriety of banks 
of deposit taking underwriting 
risks in the roller-coaster marker 
described today, as to the conflict 
of interest between bond depart- 
ment activities and trust depart- 
ment activities and other such 
considerations of general public 
benefit, all decided against the 
bond departments of banks by 
Congress in 1933. 


Going back to the subject of 
supply and demand and further 
illustrating who makes the mar- 
ket, let’s consider the relationship 
of dealer inventory to bond mar- 
ket trends. During the last year 
and a half, inventory of municipal 
bonds carried on dealers’ shelves 
has four times reached a peak of 
about $300,000,000 to $350,000,000 
and four times dropped to a low 
of about $125,000,000 to $150,000,- 
000. These figures are taken from 
“The Blue List” of current munici- 
pal offerings. During this same 
year and a half, the municipal 
bond market has trended down- 
ward severely. However, during 
this period, the market has had 
four rallies lasting for between 
three and six weeks and four 
slides lasting for between 10 and 
16 weeks. 

How have the peaks and valleys 
of dealer inventory and the peaks 
and valleys of the market coin- 
cided or criss-crossed. This is 
shown in Chart No. 5. Notice on 
the chart that each rally was soon 
followed by an increase in dealer 
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inventory. This portrays the fact 
that investors slowed up their 
buying of bonds as prices were 
marked up. Also notice that dealer 
inventory did not decline until 
sometime after prices were marked 
down. This portrays the fact that 
investors did not step up their 
buying of bonds until prices got 
down to a level satisfactory to 
them. 


Investors Determine the Market 
As a whole, the chart demon- 
strates that investor demand rules 
the market and that dealers are 
only trying to find the price level 
at which investors will buy. 
Bond issuers, by closely watch- 
ing the short-term cycle; illus- 
trated by the chart, can sometimes 
catch tne market when it is tem- 
porarily on the rise, but many feel 
that they should not gamble on 


the market by postponing bond 
sales when they need the money. 


To summarize, five fundamental 
factors affect interest rates and 
the best answers I know for each 
are as follows: 


(1) Tax exemption: Be vigilant. 

(2) Maturity: Be accommodating, 

(3) Quality: Don’t cut corners. 

(4) Salesmanship: Stay on the 
ball. 

(5) Supply and demand: Be con- 

servative and try to pick your 
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Are We Trying 


To Do 


Too Much, Too Fast? 


By WILLIAM A. McDONNELL* 


Chairman of the Board, First National Bank in St. Louis, 
St. Louis, Missouri 


Prominent St. Louis banking head questions the speed of our 

cconomic growth rate in pondering our persistent failure to 

solve the country’s number one problem of price inflation. 

Mr. McDonnell contends credit is “available to finance the 

economy at its present high plateau” but suggests the need 

to slow down the expansion rate until savings catch up with 
long-term capital demand. 


The economy of this country is 
at a very high level. We have 
practically full employment of the 
labor force, and we are turning 
out a gross 
national prod- 
uct on an an- 
nual basis ol 
some _  $430- 
$440 billion. In 
my opinion, 
there will be 
a sufficient 
supply of loan 


funds avail- 
able from 
banks, insur- 
ance compa- 


nies, and other 
lending insti- 
tutions and 
pension funds 
to continue to finance the econ- 
omy at this high level. 

During all this period of so- 
called “tight money” that has de- 
veloped in the last 18-24 months, 
there has been no shortage of 
credit for consumer loans and the 
ordinary current operations of 
business and agriculture. The 
shortage or tightness has been in 
the area of credit for capital ex- 
pansion, especially plant expan- 
sion and to some extent in the 
fiel! of housing. The demand for 
capital loans has outrun the ac- 
cumulation of savings. This is not 





W. A. McDonnell 


because savings have fallen off, 
but rather that the demand for 
them to finance expansion has 


skyrocketed. As a matter of fact, 
the American people are saving 
at am unprecedented rate. If you 
define savings as the amount by 
which Disposable Personal Income 
exceeds Personal Consumption 
Expenditures, savings are cur- 
rently running at an annual rate 
exceeding $21 billion {7% of Dis- 
posable Personal Income) which 
is $1 billion more than last year 
and $9 million or 75% more than 
that in 1950. 

That amount of savings will fi- 
nance a great amount of capital 
expansion and is doing so. The 
demand for savings, however, is 
increasing faster than they are 
being accumulated. New corporate 
securitics offered in the first quar- 
ter of 1957 total $3.6 billion. This 
exceeded last year’s offering for 
the same period by 60°. Municipal 
bond clferings for the same period 
were $1.7 billion, up $200 million 
over 1956. 


Preserving the Dollar’s Integrity 

With this excessively heavy de- 
mand for capital funds, interest 
rates have naturally been steadily 
creeping up as a result of the law 
of supply and demand. The Fed- 
eral Reserve Board did not cause 
this increase in interest rates and 
the present tight money situation 
as some politicians, labor leaders, 
and even some businessmen have 
charged. The shortage of funds is 
the result of nation-wide over- 
spending in relation to savings. 
Federal Reserve monetary policy 
has becn primarily concerned 
with preventing an undue amount 
of commercial bank reserves from 
forming the base for non-liquid 
capital loans in our banks. The 
poliev of the Board is being called 





“A statement by Mr. McDonnell at a 


Chamber of Commerce of the United 
—e conference, St. Louis, June 14, 


a tight money policy; a_ better 
term would be a sound money 
policy. It is trying to preserve the 
integrity — the purchasing power 

-of the dollar. 

The number one economic prob- 
lem of this decade—indeed, of 
this veneration—is how we can 
live with prosperity without infla- 


lion. So far we have been losing 
this battle against inflation. Tak- 
ing the dollar in 1933 as a base, 


by 1945, the end of World War II, 
the purchasing power had shrunk 
to 72 cents. By 1951 it was down 
to 50 cents where it remained 
virtually stable until last year 
when it started down again and 
is now 48 cents. Our basic problem 
is to prevent a further reduction 
in the purchasing power of the 
dollar without seriously reducing 
general business activity. Obvious- 
ly, you can't do that by making 
credit ample to meet all demands 
at low interest rates. 


Summary 

In summary, while some lines 
of business are being hurt tempo- 
rarily by ae rolling § inventory 
adjustment and a shift of con- 
sumer demand, total business is 
at close to. record levels. Out 
economy is still in a dynamic 
growth trend. There is adequate 
credit available to finance the 
economy on its present high pla- 
teau, but we are probably going 
to have to slow down somewhat 
on our rate of expansion until 
the savings of our people catch 
up with the demand for long- 
term capital. 

Our situation reminds me of a 
man on an automobile tour. When 
he first gets out on the highway 
he starts driving at 50 miles per 
hour. Then that begins to seem 
slow and he steps it up to 60. 
After a while that seems slow and 
he increases it up to 65 m.p.h., 
and so on until finally he is going 
at a dangerous speed. We have 
been riding this boom so long— 
we have become so accustomed to 
what we have — that we don’t 
realize how fast we are traveling 
—in other words, how prosperous 
we really are. 

Maybe it is time to level off for 
a while and quit increasing speed 
—not quit growing, but simply 
quit increasing the rate of growth. 
There is such a thing as trying to 
do too much, too fast. 


With Irving Lundhorg 


(Special to Tue Financial CHRONICLE) 
MENLO PARK, Cant. — Wil- 
liam H. Doughty is now affiliated 
with Irving Lundborg & Co., 1134 
Chestnut Street. 


With Shearson, Hammill 


(Special to THe Financia CHRONICLE) 


NEWPORT BEACH, Calif. — 
Ralph L. Lingenberg is now asso- 
ciated with Shearson, Hammill & 
Co., 3363 Via Lido. He was for- 
merly with Francis I. du Pont & 
Co. 


Leo MacLaughlin Adds 
(Special to Tue FINANcIAL CHRONICLE) 
PASADENA, Calif.— Kenneth 
M. Dudley has been added to the 
Staff of Leo G. MacLaughlin Secu- 
rities Company, 65 South Euclid 
Avenue. 


Hornblower & Weeks 
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National Telefilm 


Installs Magnetic Tape Associates Securities 


The first tape-operated elec- 
tronic data processing system to 
be installed in the investment 


banking and brokerage field has 
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of Hornblower & Weeks, 
holds a reel of magnetic tape con- 
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partner 


R. Rovensky, 


taining 
required 
record. 


factual data which 
27,000 punch 


once 
cards to 


been placed in operation at the 
offices of Hornblower & Weeks, 
40 Wall Street, New York City. 
The new system, an IBM “Tape 
650” data processing machine, is 
being used to prepare monihly 
statements of account for Horn- 


blower & Weeks’ customers. While 
well over 500 of IBM’s punched 
card-operated 650’s have been in- 
stalled both here and abroad, only 
a small number of the new “Tape 
650” systems have been placed in 
operation. 

Hornblower & Weeks’ new elec- 
tronic accounting system features 
a prodigious memory in the form 
of magnetic tapes which makes it 
possible to store an almost unlim- 
ited volume of information from 
which customer statements and 
other data can be reproduced with 
great rapidity. As an example of 
the new “Tape 650’s” speed, 
monthly customer statements that 
formerly took 60 hours to prepare 
by previous mechanized account- 
ing methods are now turned out 
in only 16 hours on the new 
machine, 


So. California Edison 
43,,% Bonds Offered 


Halsey, Stuart & Co. Inc. on 
July 2 headed a group of under- 
writers which offered $40,000,000 
of Southern California Edison Co. 


first and refunding mortgage 
454% bonds, series I, due 1982, at 


100.73% and accrued interest. The 
group was awarded the bonds July 
1 on its bid of 99.83%. 

The company proposes to use 
the proceeds from the sale of the 
bonds in its construction program. 

The series I bonds will not be 
redeemable from funds borrowed 


at a lower rate of interest until 
July 1, 1962, after which they may 
be redeemed at prices ranging 


from 104.54% to 100%. 

Southern California Edison Co. 
provides electricity to a popula- 
tion estimated to be over 4.000.000 
in portions of central and southern 
California, 


Samuel E. Worms 


Samuel E. Worms, partner in 
Ira Haupt & Co., passed away 
June 30. 


Publicly Offered 


An underwriting group headed 
by Cruttenden, Podesta & Co., 
Cantor, Fitzgerald & Co., Inc., and 
Westheimer & Company on July 
2 publicly offered a new issue of 
$5,000,000 National Telefilm As- 
sociates, Inc., 6% sinking fund 
subordinated notes with common 
stock purchase warrants. The of- 
fering also includes 350,000 shares 
of 10-cent par value common 
stock at $7.75 per share. 

The notes, which will mature 
June 15, 1962, are priced at 100% 
plus accrued interest from June 
15. The warrants are exercisable 
Sept. 2 and entitle the holder to 
purchase 100 shares of common 
stock for each $1,000 of notes held, 
at $6.75 per share through June 
15, 1958, and at increasing prices 
through June 15, 1962. 

Approximately $5,000,000 of the 
proceeds will be used to retire 
outstanding indebtedness. The 
balance of approximately $2,000,- 
000 will be added to working cap- 
ital for general corporate use, the 
company said. 

National Telefilm 


Associates 
acquires and distributes motion 
pictures film for exhibition on 
television. Feature films. short 
subjects and film series are li- 


censed to television stations. ad- 
vertisers and TV networks. Prin- 
cipal offices are in New York City 
and seven regional offices are in 
major cities from coast to coast. 

Net earnings in the nine months 
ended April 30 were $818,592, as 
against $191,397 in the first three 
quarters of fiscal 1956, and as 
compared with earnings of $441,- 
877 in the full 12 months of fiscal 
1956. 


McKendrick, Haseltine 
& Wilson Formed 


MINNEAPOLIS, Minn. A 
merger of the investment firms of 
Johnson-McKendrick Co., Inc. 
and Haseltine, Gilbert & Wilson 
became effective July 1, 1957. The 
name of the new firm will be 
McKendrick, Haseltine & Wilson, 
with offices at 114 South Ninth 
Street. 

The election of the following 
officers was announced by the 
directors: Edward J. McKendrick, 
President; Frank M. Haseltine, 
Vice-President and ‘Treasurer; 
Raymond W. Wilson, Vice-Presi- 
dent; Luther B. Gilbert. Vice- 
President and Secretary; Emil J. 
Johnson Vice-President. 

The company will maintain of- 
fices in Minneapolis, St. Paul and 
Faribault. 


N. Y. Inv. Association 
Golf Tourney Winners 


At the Eleventn Annual Golf 
Tourney of the Investment Asso- 
ciation of New York at the Apa- 
wamis Country Club, June 28, 





Maitland Ijams 


1957, winners of the team compe- 
tition were Richard Karrenbrock, 
Blyth & Co. Inc., and Bud Treman, 
Dillon, Read & Co. Inc., with Gene 
Cooke, White Weld & Co. (New 
Haven) and Hank Clifford, White, 
Weld & Co. runners-up. 

Winners of other golf events 
were— 

Grand Challenge Trophy: Wil- 
liam H. Todd, Il, Kuhn, Loeb & 
Co. 

tunner-Up Low Gross: James F. 
3urns, Blyth & Co., Inc. 

Low Net: Francis P. Gallagher, 
Jr.,. Wm. H. Morton & Co. Inc. 

Runner-Up Low Net: H. James 
Toftey, Jr., First Boston Corp. 

Best-Ball: W. Knowlton, White, 


Weld & Co., and H. Harwood, 
Drexel & Co. 
Match Play v. Par: James Car- 


roll, Butler, Herrick & Marshall. 

Fewest Putts: Wm. S. Goedecke, 
Smith, Barney & Co. 

Nearest to 16th Pin: William 
Cullen, Carlisle & Jacquelin. 

Longest Drive on 10th: Edward 
T. Shean, Lazard Freres & Co. 

Longest Drive on 14th: John R. 
Loomis, First Boston Corp. 

High Gross: Wm. Mavo-Smith, 
Merrill Lynch, Pierce, Fenner & 
Beane. 

An hour and a half golf clinic 
was held by “Light-Horse” Harry 
Cooper, twice Runner-Up in U. S. 
Open and co-holder of 286 which 
for years was lowest U. S. Open 
Score (defeated in play-off). 

The Golf Committee wishes to 
express its appreciation to all 
IANY golfers tor the reasonable 
fast play—and “gamesmanship” 
in taking the “generous” house 
odds on betting holes and in the 
chipping contest. 

Maitland Ijams, W. C. Langley 
& Co., is President of the Asso- 
ciation. 


Richard Harrison Adds 

SACRAMENTO, Calif—Darrell 
J. Dettling is now with Richard 
A. Harrison, Inc., 2200 16th Street. 
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The Tremendously Expanding 
Business Activities of Women 


ployee in your office. Every em- 
Pioyee in his ciubs, his home, 
among his neighbors, and the 
stockholder, too, should boast of 
his company and if its officers 
are doing a splendid job, help 
them by telling others about it. 

We must be realistic enough to 
realize that our individual prog- 
ress is definitely tied to the suc- 
cess of our agencies and com- 
panies. 

Unfair competition and unfair 
practices must be met by a strong 
determination to root out such 
deterrents to the organization to 
which we have grafted our future 
hopes and ambitions. The future 
is bright and those fitted for 
executive positions will be sought 
from the rank and file. Just as 
industry, as never before, is ad- 
vertising, exhorting, preaching the 


need for education reauired for 
future engineers — so insurance 
business, with the new policies, 


new fields, new and enlarged or- 
ganizations, is sounding the call 
for office girls to become stenog- 
raphers and clerks moving on to 
become accountants and managers 
of groups rising to the upper 
echelons of business. 

But these prospects are not for 
the disinterested. Our business 
needs working idealists who can 
visualize the future. We must give 
credit to the position of our agents 
and brokers in their communities, 
their activities in civic affairs and 
the professional part they play as 
skilled advisers in life, health, 
casualty, fire and allied lines of 
insurance. Our people must see in 
the companies themselves, the 
marvelous organizations they are. 
It is not the giant marble and 
granite buildings that rear their 
towers into the sky, the beautiful 
lawns and shaded walks that sur- 
round some of our home olfices 
that make them important. With- 
out people they would be fit only 
for mausoleums to house the re- 
mains of the great and near great. 
Within those walls, men and 
women work with the synchroni- 
zation one finds in the engine of a 
mighty ocean liner or a giant 
plane. 

Statistics are dry and at times 
have little comprehension to 
listeners, but to those who plan 
ahead, the future population and 
its requirements are almost be- 
yond one’s wildest imazination 
and what they tell us about 
houses, automobiles, roads and a 
thousand other things indicates 
an accompanying need for insur- 
ance. Millions of new babies are 
prospects for life insurance, the 
houses they are born in, will be 
covered by home owners policies 
with full coverage for real estate 
and personal property. The auto- 
mobiles they will ride in will be 
insured and food they eat, the 
clothes they wear and the goods 
they utilize will come from 
factories that carry insurance for 
buildings, inventories, continuing 
service, workmen and a host of 
coverages. Can you visualize the 
need for insurance companies, in- 
surance agents, insurance brokers, 
insurance executives, insurance 
women as stenographers, secre- 
taries, rating experts? The future 
is limitless. You need have no fear 
of not being accepted in the 
market place of responsibility in 
the insurance field. I am con- 
vinced that when women have 
been subjected to the atmosphere 
of business as long as men, they 
will be equal in performing any 
task that men have been able to 
perform. In fact this will come in 
a much shorter period than most 
of us have anticipated. 


Where To Go 


If I were to hear the query— 
“Woman, Where Goest Thou?”— 


I would answer: “Into the most 
sacred chambers of business—into 


the confidence of the highest 
leaders of business — into Wall 
Street’s financing — into Fifth 
Avenue merchandising—into the 


chemical industries’ board room— 
into the advisory councils of rail- 
roads and airways, and all our 
public utilities—into the counting 
rooms of the banks—yes, and into 
the plush administrative offices of 
insurance companies as well as 
behind the screened officers suites 
in the agency or brokerage firms’ 
quarters.” 


Need of Preparation 


Now the millenium has not ar- 
rived and perhaps I should add 
that many of our women are not 
fully prepared for the responsi- 
bility of promoticn, should it be 
available. The stage and musical 
world furnish proof of the need 
of preparation. The understudy, 
who faithfully practices the part 
of the principal, may not succeed 
to the part she works for, but she 
is better in her own niche for the 
effort used. The aspirant for a 
main ‘part in the metropolitan cast 
would work exceedingly hard to 
be ready should’ opportunity 
present itself. Many are called, 
but few are chosen—but those not 
called are better for the eftfori 
toward perfection, 

Remember—tThe race progresses 
only by the extra achievement of 
the individual—you are the in- 
dividual—I remind you of the 
words of Stella Stuart: 

“Behind me is infinite power 
Before me is endless possibility 
Around me boundless 

opportunity 

Why should I fear?” 


is 


Thus I say those who have the 
spirit of success within them- 
selves will succeed. Some years 
ago in a distant city, I inquired 
where I could locate a good hair- 
dresser and was glad when I 
found mystelf in a splendid shop 
and assigned to a pleasant, capable 
appearing operator who through- 
out my stay impressed me with 
her enthusiasm about the shop, its 
owner and her associates. I made 
inquiry, not using the words of 
my subject — “Woman, Where 
Goest Thou?”—But simply: “What 
of your future plans?” 

“Oh,” she answered, “someday, 
after I have studied all I can 
about the business, I may be given 
an opportunity to move up here, 
who knows, perhaps I may be 
given a partnership in the shop.” 
That young lady was loyal, had 
vision, a willingness to make her 
employer’s business popular and 
profitable and become prepared 
if promotion came her way. 

Let us acknowledge the debt 
we all owe to our employers— 
often referred to as “‘the boss.” He 
is not in a happy position at all 
times—his worries are many, his 
problems numerous, 

The necessity of providing a 
continuous flow of business is not 
ecasy—the meeting of payrolls is a 
continuous burden. To him we 
owe a sense of loyalty that will 
hearten him on days when he feels 
low in mind. Our aptitude and 
attitude toward our work would 
leave him free to consider the big 
problems of business instead of 
being harassed by complaints of 
poor policy typing, inefficient 
underwriting, incorrect account- 
ing, impolite or disinterested con- 
versations over the telephone with 
customers whose premium dollars 
are the life blood of our compa- 
tues, Our agents and brokers. We 
all are in the greatest business in 
the world. Our actions can deter- 
mine whether or not we wili ad- 
vance, stand still or recede. The 
determined will to do is the 





answer. We cannot all be gen- 
erals, or expect too rapid advance- 
ment—the greatest number must 
be those whose daily work may 
seem unrewarded, but they are 
necessary to a strong business 
structure. 

Let us all have faith in the 
future—I close with a challenge 
1o the women who add their 
strength to American free enter- 
prise. 

Have faith in the future and 

what you can do 

Have faith in your ardor and 

stick to it too, 

Have faith in the country, 

your country and mine 

In all her crises, be in the 

front line. 

And, too, as vou struggle for 

glory or pelf 

Hold tightly, forever, to faith 

in yourself— 

So face not the future, with 

worry and dread; 

Get busy, get ready, good days 

are ahead. 


Owen Van Camp, V. P. 
f Link, Gorman, Peck 


CHICAGO, I1l1.—Owen V. Van 
Camp became. associated with 


Link, Gorman, Peck & Co., 208 
South La Salle 


Street, as Vice- 
President and 
registered rep- 
resentative on 
July 1. Mr. 
Van Camp has 
long been 
prominent in 
La Salle St.. 
and for the 
vast nine 
years was 
Vice-Presi- 
dent and 
director of 
First Securi- 
ties Company 
of Chicago. 
Prior to that, 
from 1932 to 1948, he was a mem- 
ber of the Chicago firm of Enyart, 
Van Camp & Feil, Inc. He is a 
past ‘President of the Illinois Se- 
curities Dealers Association. 

He has long been active in the 
Olympics and from 1945 to 1953 
was Treasurer of the United States 
Olympic Association. 

Miss June E. Carlson has also 
joined the firm as registered rep- 
resentative, it was announced. 


Bond Club of L. A. 
Annual Field Day 


LOS ANGELFS, Calif. — The 
Bond Club of Los Angeles will 
hold its Annual Field Day on July 
12, at the Oakmont Country Club, 
in Glendale. Competitive events 
of the day begin at 8:30, when 
golfers tee off for the handicap 
tournament. 

Field Day Chairman Mark 
Davids, of Lester, Ryons & Co., 
states that the greatest member- 
ship participation in the history of 
this annual Bond Club event is 
expected, A duffer’s golf contest 
has been added this vear to the 
events which will also include 
tennis, ping pong, horseshoes, and 
putting. There will also be a 
swimming and diving exhibition 
by Olympic stars, and a dinner 
for all members will conclude this 
yearly gathering. 


Walston Adds 


(Special to THr FiInaANciai CHRONICLE) 
SAN FRANCISCO, Calif. Jack 
P. Burke is now connected with 
Walston & Co., Inc., 265 Mont- 
gomery Street. 


York Adds to Staff 


Si l to Tur FINANCIAL CHRONICLE) 

SAN FRANCISCO, Calif. — 
J. Kenneth Lynch has been added 
to the staff of York & Co., 235 
Montgomery Street, members of 
the Pacific Coast Stock Exchange. 
Mr. Lynch was formerly with 
Harris, Upham & Co. in the trad- 
ing department. 
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Bank and Insurance Stocks 


— = By ARTHUR B. WALLACE 











This Week — Insurance Stocks 


Life insurance stocks appear to 
offer better values at this juncture 
than do fire-casualty insurance 
issues. This space has consistently 
opposed the acquisition in invest- 
ment accounts of fire - casualty 
stocks in recent months, more be- 
cause of the timing factor than 
any other reason. Long term there 
can be justification and logic in 
going into this group, but the right 
time to buy has not yet shown. 
We have had steadily rising fire 
losses, and, most important, the 
incidence of unsatisfactory under- 
writing results in a large majority 
of lines written all at once. i 

Only the investment end of the 
business of the fire-casualty com- 
panies has prospered: and evel 
there the prosperity may be con- 
fined to income, for at the mid- 
year date the New York “Times” 
stated that, on the basis of the 
@verages, the equity market closed 
the haif at almost exactly where 
trading started on Jan. 2. 

But income from investment 
was bettered, first because of divi- 
derd increases by numerous cor- 
porations, and, secondly, because 
some insurance companics man- 
aged to eke out enough from in- 


coming premium volume to be 
able to add to their investment 
holdings. 


— 

This writer has talked toa num- 
ber of the investment officials of 
important fire-casualty companies, 
and a very general complaint has 
been that “we have no funds for 
new investments; the money is all 
going out to pay claims.’ And 
while, of course, there is a meas- 
ure of exaggeration in this remark, 
there can be no doubt that a siz- 
able proportion of new premium 
income is not going into invest- 
ments, 

And now there comes an early 
hurricane to harass the carriers. 
True, in this case, much of the 
loss was caused by flooding, and 
this is not covered in the general 
run of policies. But, nevertheless, 
the wind storm itself caused heavy 
losses; and we may be sure that 
there is greater wind storm con- 
sciousness among the public since 
the hurricanes started to stray 
from their accustomed paths. 

Thus, it seems that more time 
may be given to the fire-casualty 
companies to prove themselves 
underwritingwise, and _ particu- 
larly so far as rates are concerned. 
They have had some rate increases 
but they have been sporadic. 

From the “Times” of June 28 
we read: “Another record year is 
in the making for life insurance 
comparies. For the first half of 
1957 purchases of new life insur- 
ance totaled $33,000,000,000, 30% 
above the 1956 period, according 
to the Institute of Life Insurance.” 
Not only has there been a marked 
increase in sales of life and of ac- 
cident and health in recent years 
so far as individual purchases are 
concerned, but the total amount of 
coverage per family unit has been 
steadily climbing. Mortality expe- 
rience has been improving, as is 
evident by the increasing number 


of oldsters in relation to the total 
population. 

Perhaps as potent a factor in 
the greater volume of business for 
the life companies has been ¢he 
expansion that has taken place in 
the accident and health and the 
hospitalization fields. Here, im- 
deed, is an area that will yielé 
large returns in the future. And 
there are growing ramifications 
of this business. 

As a matter of fact, probably no 
branch of the insurance business 
has before it so many avenues of 
expansion and growth as has the 
life segment. For example, the 
current issue of “Best’s News,” 
life edition, discusses, “Insuring 
Dental Care Costs”; morigage re- 
demption insurance; illness - ab- 
senteeism. There are tremendous 
growth possibilities in the life end 
of the insurance business. 

The life companies have been 
getting the benefit of higher yields 
on their bond and mortgage in- 
vestments, and while they have 
also suffered depreciation on older 
holdings, they are very long-term 
investors whose fixed income me- 
dia will at some time run off at 
par. 

A factor to watch in the case of 
the fire-casualty group is the re- 
newed inflation push. Is it again 
to assume proportions for insur- 
ance companies that will have 
more and more costly claims te 
pay? If the group again encoun- 
ters the serious condition it did 
in the 1940’s we still may be some 
time away from the stocks’ turm 
for the better. 

At present, the balance of plus 
factors seems to be heavily im 
favor of the life stocks. This, of 
course, assumes that the better 
grade and more actively traded 
issues will be selected. To this 
column there seems to be little 
point to acquiring market obscure 
issues that are usually difficult to 
trade either way. 


Wth First California 

(Special to Tur FrnaNnctAL CHRONICLE) 
SAN FRANCISCO, Calif. ~— 
Edward E. Chrobot has become 
associated with First California 
Company, Inc., 300 Montgomery 
Street. He was formerly Napa 
Manager for Hannaford & Talbot. 


With E. F. Hutton Co. 
(Special to Tar FrnancriaL CHRONICLE) 
SANTA ANA, Calif—Daniel F. 
Gallivan is now associated with E. 
F. Hutton & Company, 719 North 
Main Street. He was formerly 
with Harris Upham & Co. and 
Quincy Cass Associates. 


Two With Peters, Writer 


(Special to THe Financial CHRONICLE) 


DENVER, Colo.—Alfred Beng- 





man and Raloh V. Edgar have 
become associated with Peters, 
Writer & Christensen, Inc., 724 


17th Street. Mr. Edgar was for- 
merly with Mountain States Se- 
curities Co. 
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Global Stalemate 


realized in this country. What in- 
credible efforts had they been 
making to win the hearts and 
souls of the neutral, the semi- 
neutral and the uncommitted 
world, to pave the way for sub- 
versive popular fronts in the de- 
mocracies, and to weaken the 
political resistance of the West! 
They gave up Austria and Porkala, 
offered trade here and credit 
there, relaxed on the police state 
methods, promised “free” dis- 
cussion, and so forth. The prog- 
ress they had made was truly 
impressive, too. It was high- 
lighted by the Geneva Conference 
of August, 1955, which looked al- 
most like Mr. Eisenhower’s Mu- 
nich; by the enormous popularity 
of the traveling B. and K. couple, 
feted and applauded by the mobs 
all the way from Switzerland to 
Burma and Indonesia. In the Mid- 
dle East, the two stodgy Bolshe- 
vists became the symbols of veace 
and justice. Moscow’s peace of- 
fensive put Washington on the 
moral defensive even on this side 
of the Iron Curtain. All of which 
has changed abruptly, thanks to 
the valiant Hungarians. All on- 
the-spot observers agree that the 
optimism the Kremlin was exud- 
ing has completely evaporated. 
By this time, Russian prestige 
has hit a 14-year low. Hence, their 
nervous, clumsy diplomatic ma- 
neuvers. Hence, also, the threat- 
ening tone they use lately to 
frighten the countries of the At- 
lantic and Baghdad Pacts, which 
does not seem to cause sleepless 
nights even to such would-be 
neutrals as the Scandinavians and 
Icelanders. The noisy coexisten- 
tialists have become very tight- 
lipped; the Communist parties of 
every western country have taken 
more than ideological beatings. 


As a French observer, and a 


neutralist at that, remarked: 
“Eight days of fighting in the 
street<e of Budapest against a 


unanimous nation sufficed to de- 
Stiruy wie patient efforts of Stalin’s 
heirs to convince the world of 
their good intentions. Yesterday, 
foreign diplomats were stepping 
on each other’s toes at the Krem- 
lin; the competition for the honor 
of receiving B. and K. was keen. 
Today, the latter must consider a 
visit to Helsinki as a _ success. 
Marshall Zhukov, sent to New 
Delhi to the celebration of the 
Indian Republic, made every ef- 
fort to give this state visit a 
political significance. He was cold- 
shouldered by the officials as well 
as by the press of India.” 


The reconciliation offered to 
Tito had as little success as had 
Bulganin’s letters to Adenauer. 
Russia’s disarmament proposals, 
once eagerly sought, are now re- 
ceived with undisguised suspicion. 
Guy Mollet of France has not 
even informed the Russian envoy 
of a plan for Algeria that was 
communicated to every other am- 
bassador in Paris—to mention a 
few symptoms of the diplomatic 
isolation into which Moscow has 
fallen. 


The Unruly Satellites 


Most remarkable is the decline 
of Russia’s ideological supremacy 
within her own orbit. Accepting 
Tito’s slogan about different roads 
leading to socialism was meant 
originally as a gesture to appease 
the Yugoslav dictator. The differ- 
ence in “roads” turned into a 
headache of the first order. Not 
only Poland and Hungery, * :t 
even Czechoslovakia and Ru- 
mania are boiling with re-enty 
against the Soviet’s tyranny. Who 
would have expected that they 
may need the moral sunnort ~¢ 
. Mao—in Europe? That is exactly 
what happened: as an auth iy 
on Marxisin Chou En-lai had to be 
sent to Warsaw and Budapest in 


support of Russia’s socialist repu- 
tation! 

This was the first time in all 
history that China has taken a 
direct and active part in intra- 
European affairs — some reversal 
from Europe’s colonial expansion! 

In the bolshevist world, ideology 
is closely interwoven with power 
problems and economic interests. 
So in the relation of the satellites 
to the “socialist fatherland.” The 
damage done to Russia by the un- 
rest in Central Europe transcends 
by far the $2 billion direct cost 
estimate by Continental experts; 
in fact, it is immeasurable. The 
resistance of the Poles and Hun- 
garians shook Moscow like an 
earthquake from which it may not 
recover for a long time. It hurt 
more deeply the self-confidence 
of the Communists than anything 
has since 1941. They counted on 
the Marxian loyalty of the satel- 
lites as a justification, at home 
and abroad, of their brand of 
social ethics. What is more, they 
counted on it for 100 divisions, 
offsetting the war potential of 
Europe. Never have 100 divisions 
been wiped off the map in shorter 
time, or more thoroughly. From 
here on, any Ssatellite—and some 
Russian! —divisions must be 
counted as potential enemies of 
Russia who have to be disarmed 
in case of a war. And, more 
troops of the reliable kind will be 
needed to quell revolts. 

The economic consequences are 
even more painful. Russia was 
literally living on the “fat” of the 
satellites; presently, she has had 
to cancel all claims against them, 
incur responsibility for their com- 
mercial debts to the West, and 
actually come to their aid—as far 
as her own limited means permit. 
That brings us to the core of the 
Soviet’s troubles. 


Crisis in Utopia 

The trouble and tension in the 
satellites is only one of several 
critical factors confronting the 
Kremlin. 

Literally, Russia had been re- 
constructed after World War II by 
ruthlessly exploiting the natural 
resources, equipment and man- 
power of 95 million Central Euro- 
peans (plus American lend-Jease, 
also reparations from Austria, 
Finland, Italy, etc.). That is the 
“secret” of bolshevist progress! 
With the termination of this 
process of rob-thy-neighbor, the 
Soviet economy is in great diffi- 
culties. On its own power, it is 
not capable of maintaining its 
high rate of investment, in capital 
goods industries and _ military 
preparations, still less of raising 
the extremely low mass living 
standards. At home and abroad, 
it is forced to relieve itself by de- 
faulting on its obligations. In 
Utopia, as elsewhere, large-scale 
bankruptcy reflects basic eco- 
nomic maladjustments. The great 
crisis that was expected all these 
years to visit Wall Street, is de- 
scending on its ideological an- 
tagonists. 

For one thing, the ruble had to 
be devalued again, the second 
time in as many decades. To 
understand this measure, one 
should remember the independ- 
ence of the Russian economy and 
price structure from foreign 
trade, making foreign exchange 
rates a matter of relative indif- 
ference. (The Soviet Bloc’s total 
foreign trade, within or without, 
is scarcely 15% of the West’s 
trade.) Also, one should bear in 
mind the insistent claim of the 
Russians that theirs is a pure 
“gold standard.” Evidently, the 
domestic inflation must have gone 
a very long way toward forcing 
the Communists to swallow such 
unpleasant medicine. A_ long- 
winded inflationary process had to 
be recognized and its results legal- 


ized, a preliminary step toward a 
new stabilization attempt. 

To stabilize, the all-embracing 
national budget has to be bal- 
anced, of course. That is exactiy 
what the Soviets are trying to do 
by the cheapest of tricks: by de- 
faulting on two-thirds of the huge 
national debt, on the forced sav- 
ings, robbing the Soviet citizen of 
his savings. To make the ineasure 
palatable, the simultaneous ending 
of the collection of forced savings 
is decreed soon to be replaced by 
some other kind of levies, pre- 
sumably. 

Reneging on foreign commit- 
ments belongs in the same chap- 
ter. Only a short time ago, we stiil 
were warned by Washington au- 
thorities that Russia may become 
a highly dangerous competitor to 
our exports, even to our give- 
away programs. Presently, she has 
had to default on a $300 million 
loan to Tito; and one hears no 
more about the huge steel mill she 
was to put up in India. In fact, the 
Kremlin is hard put in the “com- 
petition” for who-is-bribing- 
whom in Asia and the Middle East, 
unless it digs deep into its gold 
hoard (reluctantly, though, wait- 
ing as it apparently does for fresh 
devaluations in the Free World to 
boost the dollar and pound sterl- 
ing proceeds from gold sales). 
Even Soviet military hardware is 
available abroad in trickles only. 
Nasser’s equipment, other than 
airplanes, stemmed largely from 
another source. The vast volume 
of munitions which the Israelis 
captured in Sinai had been left 
there by the British when they 
quit the Suez Canal. 


Socialism and Inflation 

Basically, the Soviets’ problem 
is identically the same as the one 
with which the Welfare States of 
Europe are struggling: perpetual 
inflation. The difference is in 
technique and degree rather than 
in principle. There is this differ- 
ence, however: in the West, the 
organized labor-farm pressure 
groups are the (temporary) bene- 
ficiaries; in the East, the bureauc- 
racies and what the Communists 
call the “speculative elements’— 
the black marketeers. The jatter 
are otficially recognized as an ir- 
replaceable pillar of the socialist 
economy. 

Inflation has reached the stage 
in Russia where it mates the ra- 
tional management of production 
as well as of households virtually 
impossible. Especially, it under- 
mines the mores—the ethical! 
standards—of a nation, the econ- 
omy of which is based on sub- 
stituting the intangible “common 
good” in the place of pri vate 
benefits. The lack of incentives is 
compounded not only by excessive 
bureaucratism, but also by a sense 
of insecurity and injustice. The 
result is near-chaos that explains 
the need for the drastic, “revolu- 
tionary” reforms imposed within 
the last few months. The denun- 
ciation of Stalin and of his police 
state was to bring about political 
and legal security, restoring the 
Rule of Law, also a measure of in- 
dividual freedom, as if Freedom 
were a cake that can be handed 
out in slices. ‘‘Decentralization” 
of a fantastically complex and 
clumsy administration was to re- 
store productivity. But of course, 
the more the system changes, the 
more it remains the same. The all- 
pervading inefficiency—that does 
not exclude high achievements in 
some fields, such as aeronautics 
and atomic industry—persists, and 
so does inflation. All that is ac- 
complished is more disaffection, 
more unrest, a growing shortage 
of labor—and a tightening of 
Khrushchev’s grip over the Soviet 
economy. 

Labor shortage is the Number 
One bottleneck of Soviet produc- 
tion. For a long time, low pro- 
ductivity per man has been par- 
tially offset by tapping Russia’s 
immense human reservoir. But 
now, the bottom of the manpower 
barrel is being scraped. The reck- 
less squandering of human life by 
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mass-starvation and wholesale ex- 
ecution, to say nothing of the war- 
time losses, could not fail to af- 
fect—to stop or greatly reduce— 
the growth of population. The 
load of heavy work put on women 
is not conducive to higher birth 
rate either, but rather to juvenile 
criminality that is rapidly increas- 
ing since the last war. 


The Russian Malaise 

The list of troubles besetting the 
Soviets would not be complete 
without reference to the intellec- 
tual current sparked by Khrush- 
chev’s famous speech fifteen 
months ago, unmasking the great 
Stalin. An unprecedented political 
surgery was necessary in order to 
reassure the Russian people an‘ 
even the bureaucracy that the 
Rule of Law had been re-estab- 
liched, that Socialism is not iden- 
tical with arbitrariness, assassi- 
nations, prison camps, etc. If 
Messrs. Khrushchev and Co. had a 
clear idea of the consequences, 
they certainly would not have 
done such a thorough job of com- 
promising their own system. It 
Was no news to the Soviet public, 
least of all to the bureaucrats, that 
legality or even simple decency 
mattered little to the defunct dic- 
tator. They were accustomed to 
one bigwig assassinating the other 
and extorting from him incredible 
guilt admissions. This time, how- 
ever, the system itself was put on 
trial, not just individuals; the 
whole history of bolshevist rule 
was condemned rather than occa- 
sional or temporary aberrations. 
The unavoidable but unforescen 
result of the frank disclosures was 
a shock to the loyalty of the So- 
viet masses. Things began to hap- 
pen that were not thought possibile 
before, such as a major strike in 
Moscow—e nding with the com- 
plete acceptance of the workers’ 
requests! 

The Hungarian revolt was the 
next blow to that loyalty, based 
as it is on the assumption that 
Communism represents the ideal 
of the toiling masses, and the So- 
viet state the incarnation of that 
ideal. How, then, is it possible 
that a whole nation rose like one 
man to rid itself of the “ideal”? 
The Russian intelligentsia, in par- 
ticular, started to ask most em- 
barrassing questions, the Moscow 
University students booing down 
professors and commissars. The 
answer they received was — the 
cancellation of their savings. 

That is what the default on 
(nominally) $65 billion worth of 
bonds amounts to. It robs the ur- 
ban workers and middle classes 
of Russia of their liquid savinys 
—as Stalin’s monetary “reform” 
of 1947 robbed the peasants of 
their accumulated cash. 

In any case, Soviet society is in 
the throes of a very serious ma- 
laise, keeping the political manage- 
ment on the edge of its chairs. But 
the armed forces seem secure in 
the politicians’ grip. As long as 
that obtains, it would be futile to 
count on revolutionary develop- 
ments from within. What one can 
count on is that the Kremlin— 
caught on the horns of more than 
one dilemma, vacillating between 
Stalinite and anti-Stalinite poli- 
cies—will make every effort to 
keev the peace. The more so, since 
its ideological stranglehold on in- 
fluential strata in the outside 
world, from Delhi to Mexico City, 
has been weakened also by the 
events in Budapest. 


Shadow-Boxing in the Middle 
East 

The time is most propitious for 
an aggressive Western diplomacy 
to take advantage of Russia's pre- 
dicament. Last November, Britain 
and France tried to do just that. 
Astutely diagnosing the weakness 
of the Kremlin, they meant to deal 
with Nasser in the one and only 
effective fashion: by force. (They 
failed to diagnose the ““weakness” 
of the White House.) By frustrat- 
ing that attempt—as the Euro- 
peans had frustrated six years ago 
MacArthur's attempt to deal with 
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Red China—Mr. Eisenhower re- 
solved nothing but merely re- 


stored a “mess.” Nasser has been 
rescued; the Suez Canal is at his 
mercy: and he is girding himec!f 


for the final reckoning with Is- 
rael. 
True, America’s moral and po- 


litical prestige had been enhanced 
—for a while—at the expense of 
Europe, not of Russia. Her in- 
fluence has increa‘ed at least as 
much as did ours. She was the one 
power which gave armed aid to 
the Arabs and joined their chorus 
in clamoring for the extinction of 
the state of Israel. In Oriental 
eyes, it was the Russian belliger- 
ency, not the American moralism, 
that brought about Europe's de- 
feat. 

We may stop the partition of 
Jordan, that was at stake recentiy, 
and nip in the bud any Israel vic- 
tory. But no power other than 
naked force can change the Arabs’ 
passionate determination to recon- 
quer Palestine. They are not con- 
ceding the accomplished fact of 
Israel’s political existence, no 
more so than Israe! would concede 
the opposite. And the fact is, court 


the Arabs as we may, that the 
Jewish state owes its origin as 


well as its continued existence to 
U. S. dollars, private and public. 
Moscow makes the most of this 
fact of life and thereby captures 
the good will of the Arabs. Our 
attempts to appease them, be it by 
protecting their sovereignty or by 
bribing their chiefs, can neither 
offset the pro-Russian sympathies 
of the masses, nor do more than 
to postpone the showdown. A 
showdown there must be, given 
their unflinching will to boycott 
and ultimately to destroy Isract. 
What, then, can be accomplished 
by the Eisenhower Doctrine? 

The basic assumptions of that 
Doctrine are three. One is the no- 
tion that it would be in Russia’s 
interest—at present or in the near 
future—to erect a Communist bas- 
tion in the Middle East. In reality, 
few things could at this juncture 
be more damaging to the Bolshe- 
vist interest than a Communist 
Syria or Jordan. 

It would be a thorn in the Arab 
potentates’ flesh and drive them 
into the Baghdad Pact, the very 
thing Russia wants to obstruct: 

it would frighten and alienate 
from Russia countries as far away 
as India; _ 

it would give America an ex- 
cuse for military intervention; 

it would commit Russia to ma- 
terial efforts she is scarcely able 
to shoulder; 

and it would raise the scenter of 
a world war anxious to 
avoid. 

Nothing, in short, could embar- 
rass the Russians more than the 
rise of a Soviet republic on the 
shores of the Mediterranean. It 
might spell the end of their influ- 
ence in that region. To fight such 
a contingency, as the Eisenhower 
Doctrine proclaims to do, is no 
disservice to the rulers of the 
Kremlin. To stop them from do- 
ing what its rulers—as distin- 
guished from some Arab hotheads 
—patently cannot wish to do, is 
sheer shadow-boxing and wanton 
ineddling. 

The second implication of the 
Doctrine is equally fallacious, and 
might turn out to be much more 


she 1s 


costly. The Washington authori- 
ties seem to be convinced that 
peace can be maintained in that 


part of the world by offering 
bribes right and left, and by guar- 


anteeing the status que. This Is 
what the President calls “peace 
with justice in a world where 
moral right prevails.” 

Possibly, though by no means 


certainly. we may have peace for 
a while. But the conflicts and ten- 


sions will not abate. For one 
thing. the boycott against Israel 
will continue, and so will the war 
preparations in that region. The 
more dollars we pour into it (to 


say nothing of weanors) the more 
they will arm. Explosions will 
occur, to the detriment of Europe, 
in particular. Abcve all, our 
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method spells the indefinite con- 
tinuation of trouble in French 
North Africa; and that is tanta- 
mount to financial chaos in 
France. 

Anti-Colonialism 

That brings up a third idea un- 
derlying our foreign policy: its 
anti-colonial bias. We proceed on 
the theory that all under-devel- 
oped countries with some sort of 
national self-consciousness are en- 
titled to full and undiluted sover- 
eignty—including the “right” to 
expropriate and rob the European 
investors. It makes no difference 
whether or not they are capable 
of a semblance of civilized self- 
government and even of economic 
existence. (If they are economi- 
cally not viable. as is the case ol 
Jordan and South Vietnam, then 
we are “obliged” to support them.) 
The idea is not new, of course; 
Messrs. Eisenhower and Dulles 
merely carry out the logic inher- 
ent in the promises which F. D. R. 
had lavished on Sultans, Emirs, 
Sheiks, and their ilk. 

Anti-colonialism is exactly what 
the Soviets are praying — and 
working—for. This is a most re- 
markable “peaceful competition”: 
Who can do more damage to Eu- 
rope, they or we? Who gains more 
in terms of loyalties, and loses 
less in terms of financial costs? 
The Suez episode and the tragedy 
in Algiers are the most recent ex- 
amples. In each case, we carry 
the financial costs; they are bound 
to grow as more colonies are “lib- 
erated,” with the consequence of 
destroying investments, obstruct- 
ing trade, and muddying the in- 
ternational waters in which the 
Bolshevisis can “fish.” Fish they 
will, if only because they are 
100% anti-colonial while we have 
1o make concessions to the vital 
interests and national sensitivities 
of our European allies, too. 

As to Europe. that is a chapter 
in itself. Suffice it to refer to 
Britain's unilateral steps toward 
disarmament. It is a_ first-rate 
blow to America’s diplomacy, to 


be followed by similar steps in 
most of Europe—all of which is 
the logical consequence of the 


combination of two disastrous sets 
of policies: anti-colonialism and 
boondoggling. 


Anthon Lund Joins 
Amott, Baker & Co. 


Anthan H. Lund has become as- 
sociated with Amott, Baker & Co., 
Incorporated 
150 Broadway, 


New York 
City, mem- 
bers of the 
New York 
Stock Ex- 
change, ag 


Manager 
the svndicate 
and participa- 
tion depart- 
ment M 
Lundwas 
formerly in 
ndicat« 
department o 
Carl M. Loet 
Rhoades & Co., and prior thereto 
Was associated with the Securities 
and Exchange Commission. 
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Form Carliner Assoc. 


BALTIMORE, Md. — Samuel 
Carliner Associates, Inc. has been 
formed with offices at 7911 Ivv 


Lane to engage in a_ securities 
business. Officers are Samuel 
Carliner, President and Treasurer: 


Louis E. Carliner. Vice-President: 
and Reva Carliner. Vice-President 
and Secretary 


Joins Shearson, Hammill 


é i >i CHRONICLE) 
LOS ANGELES, Calif.—Sims T. 
Allen has become affiliated with 
Shearson, Hammill & Co.. 520 
South Grand Avenue. He was for- 
merly with J. Logan & Co. 
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“Economy Continues Its Smooth Sailing” 


Purchasing agents find the good ship U. S. economy is still 
on a steady course in a sea absent of expansion or contrac- 
tion forces. 


June reports of Purchasing Ex- 
ecutives indicate business remains 


steady and good. In fact, some 
characterize it as a “nice” situa- 


tion; pressures present in an ex- 
panding boom time are absent 
and, yet, new orders, production, 
and profits are satisfactory. 

In reporting on production, 30% 
of purchasing agents who com- 
prise the National Association of 
Purchasing Agents Business Sur- 
vey Committee, whose Chairman 
is Chester F. Ogden, Manager of 
Purchases, The Detroit Edison 
Company, Detroit, Michigan, say 
it is better than May, 50% the 
same, and 20% worse. The new 
order picture is slightly improved, 
as compared to May. 25% report 
their situation as better, 50° the 
same, and 25‘: worse. 

The drop in prices of lead and 
zine and the increase in the price 
of steel scrap are the most signifi- 
cant changes in the rather stable 
price situation. 

The pressure to reduce inven- 
tories continues, and there is still 
practically no inclination to make 
advance commitments on any 
items (even including steel), in 
order to protect against antici- 
pated price increases. Because of 
the ready availability of most ma- 
terials. there has been reported a 
growing tendency on the part of 
vendors to ship ahead of schedule. 

Employment shows spotty 
changes some industries up, 
others down—with little effect on 
the over-all trend. 

Popular opinion has pictured 
the quality of many products as 
declining in recent years. To 
check this opinion, we asked pur- 
chasing executives to tell us if, 
dollar for dollar, the quality of 
the materials which they are get- 
ting is better, equal to, or worse 
than items which they received a 
few years ago. 

Surprisingly, 51% thought they 
were better and only 19% worse, 
with the remaining 30° seeing no 
difference. 


Commodity Prices 


There has been little over-all 
change in the commodity price 
situation during the past month. 


Competition has continued to re- 


strain increases, despite higher 
costs. Of course, there has been 


movement in special commodity 
groups such as the weakness ap- 
yarent in the nonferrous metals, 
yeaded by lead and zinc; and the 
strength shown by steel scrap and 


ymaper. On the whole, however, 
almost 75° report that prices are 
the same as last month. 


Inventories 
Purchasing Executives are con- 
tinuing their drive to reduce in- 
ventories. There are practically 
no instances where purchases are 
being made to “beat” anticipated 
price advances, and great care is 


being exercised to be sure that 
stocks on hand are at the mini- 
mum working level consistent 


with present and anticipated pro- 


duction schedules. 35% of our 
members say they have less on 
hand than last month, and 51% 
report no change. 
Employment 
There is a definite seasonal in- 
fluence on employment reported 


this month. Some types of indus- 


tries are reporting greater num- 
bers of employes, while others 
show declines. In general, there 
is a slight over-all improvement 


this month over May. Those re- 


porting increased employment 
17°%-, from May’s 12%. 
Those indicating declines dropped 
from 25% in May to 21% in June. 
62° there is no change over 
May. 


rose to 


say 


Buying Policy 

Buyers continue their cautious 
reserve in making forward com- 
mitments. While a very slight in- 
crease is noted in those willing to 
order production materials 90 
days in advance, from 16% to 21% 
in June, there is a like increase 
in those who feel 30 days is suffi- 
cient. There is no enthusiasm 
for lead times in excess of 90 days. 

On MRO items, there are still 
92° who buy in the hand-to- 
mouth to 60-day range. There is 
not much feeling that this situa- 
tion will change in the third quar- 
ter. 

With a predicted early intro- 
duction of new automobile 
models, buyers are lengthening 
lead times somewhat on purchases 
of capital equipment to meet pro- 
duction schedules. Last month, 
51° reported a lead time of 120 
days or over, while 54% are in 
this category in June. 


Specific Commodity Changes 

The relatively stable commodity 
price situation is reflected in the 
small number of items reported 
as either up or down this month. 

On the up side are: Steel scrap, 
paper, raw sugar, aluminum sul- 
phate, electrical equipment. 

On the down side are: Brass in- 
gots, lead, zinc, lubricating oil. 

In short supply are: Nickel, 
steel plates, steel  structurals, 
stainless steel. 


Chicago & No. Western 
Equipment Ctfs. Offered 


Halsey, Stuart & Co. Inc. and 
associates on June 28 offered $2,- 
250.000 of Chicago & North West- 
ern Ry. 6° equipment trust cer- 
lificates, maturing annually July 
15, 1958 to 1972, inclusive. The 
certificates were priced to yield 
from 5°. to 6%, aceorling to 
maturity. 

Issuance and sale of the certifi- 
cates are subject to authorization 
of the Interstate Commerce Com- 
mission, 

The issue is to be secured by 20 
diesel electric switching locomo- 
tives estimated to cost $3,211,105. 

Associates in the offering are— 
Dick & Merle-Smith: R. W. Press- 
prich & Co.: Freeman & Co., and 
McMaster Hutchinson & Co. 


N. Bialik Opens 


BROOKLYN, N. Y. 
Bailik is conducting a 
business from offices at 
Street. 


Forms Hillgren & Co. 


SIOUX FALLS, S. Dak.—Ralph 
QO. Hilgren is engaging in a secu- 
rities business from offices at 2021 
South Phillips Avenue under the 
firm name of Hillgren & Co. He 
was formerly with Minneapolis 
Associates Inc. and King Merritt 
& Co. Inc. 


A. H. Johnson Opens 


MOUNTAINSIDE, N. J. 
Austin H. Johnson is conducting a 
securities business from offices at 
30 Evergreen Court. He was pre- 
viously with First Investors Corp. 
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Forms J. Keats Co. 
BRONX, N. Y.—Jerry Keats is 
conducting a securities business 
from offices at 1011 Sheridan 
Avenue, under the firm name of 
J. Keats Co. 


George F. Breen 
George Forsyth Breen passed 
away July 1 at the age of 66 fol- 
lowing a heart attack. Mr. Breen 
had been in the investment busi- 
ness for many years. 
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Our Reporter on Governments 
———— By JOHN T. CHIPPENDALE, JR. 





While the Government market has been acting better, be- 
cause of the improved demand, the rally in the Governments, 
also in corporates and to a lesser extent in the tax-exempt bonds, 
is not being looked upon as more than a temporary situation, 
because when the summer lull is over there should be a resur- 
gence in the offerings of non-Government securities. be 


The new money tax-anticipation bills just issued, which 
were payable through the tax and loan account of the commer- 
cial banks, gave these institutions deposits which will probably 
remain with them between 27 and 30 days. This made it possible 
for the banks to sell the tax bills at higher yields than they ob- 
tained them at, and still come out even or better. 


The August refunding is the next big hurdle to be faced 
by the Treasury and this offering must be an attractive one or 
the attrition will be large. There is still much talk around about 
an increase in the discount rate, which would most likely not 
come until after the August operation is out of the way. 


New Bills at 25-Year High 


The Treasury borrowed $3 billion of new money through 
an issue of 264-day tax anticipation bills at an average cost of 
3.4857. This was a new high cost for Treasury bills since the 
“bank holiday” in 1933, and it reflects the very large demand 
which is around for loanable funds. It is the expressed hope of 
the Treasury that there will not be additional new money opera- 
tions for a period of about three months, which would seem to 
indicate that October would be the time for the next cash bor- 
rowing by the government. 


August Refunding to Be Short-Term 


However, in the interim, there will be a refunding operation 
by the Treasury because during August $15.5 billion of securities 
will come due. This operation will also embody short-term obli- 
gations because this is the only type of security which will appeal 


to the holders of the maturing issues. There appears to be some 
opinions around that there may be a “package” short-term offer 
made by the government in the August refunding in order to 
strengthen the appeal and at the same time keep the cash pay- 
out as small as possible. 


Better Tone in Money Market 

The money market has had a somewhat better tone in the 
last two weeks because many of the new corporate bond issues 
have been well received, with several of them selling at premiums 
above the offering price. Likewise, the favorable reception given 
to selected municipal offerings and the withdrawal of others has 
imparted a medestly better feeling to the market for tax-exempt 
obligations. Because of the improvement in the markets for non- 
government bonds, there has been a minor betterment in the 
action of Treasury issues, with the long-term bonds making the 
largest recovery. It is reported that a combination of short-cover- 
ing quotation mark-ups and a small amount of investment buy- 
ing was responsible for the up-trend in prices of these obliga- 
tions, which had been making new all-time lows practically 
every day. 


Price Betterment Due to Technical Factors 

Even though there has been a minor improvement in the 
market for all bonds recently, this is not looked upon by money 
market specialists as being more than a rally in a market which 
has been sharply depressed because of the very heavy offerings 
of new securities. Also, the very high yields which have been 
available in the new offerings of bonds has attracted new buyers 
who had been largely on the sidelines previously. 

In spite of the improvement in the prices of corporate, tax- 
exempt and government bonds, this does not change to any ap- 
preciable extent the competitive position of the Treasury obliga- 
tions because they are not yet in as good a position from the 
standpoint of yield as are the non-government securities. 


Pessimism on Governments Prevails 

The offerings of new issues of corporate and tax-exempt bonds 
continues to be heavy and this will tend to keep the pressure on 
the yields at which these obligations will be floated. Because 
of this, it is still the expectation of many money market followers 
that there is not likely to be any lasting improvement in quo- 
tations of government bonds. 

The monetary authorities continue to keep the pressure on 
the money markets, and the fact that the Treasury in its recent 
new money raising operation had to pay the highest rate since 
the 1930s is ample proof of this fact. Even with a refunding deal 
in the making for August, it is not expected that very much 
help if any will be given to the Treasury in this operation. Ac- 
cordingly, the going rate of return is to be looked for in this one. 


No Easing in Money Market Pressure 

With the inflationary pressure showing no signs of a let-up 
and the wage-price spiral as strong as ever, there will be no 
lessening in the tight money market which has been in effect. 
In some quarters of the money market there are opinions that 
even with a minor turndown in the business pattern there is not 
likely to be any ease in the money tightening operation of the 
powers that be. 
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Continued from first page 


As We See It 


ernment functions and powers and services which prior 
to 1933 were never thought of as being any part of the 
true duties of the central government. It is well that the 
President again, and this time with increasing emphasis, 
has called attention to this situation. 


Not a Clear Call 

But — with deep regret be it said — the President's 
warning is not a clear, clarion call to a return to the true 
American svstem. Far from it. Many of the functions 
assumed by the national government were not taken over 
from the states or local governments but from the people 
themselves. That is to say, they are functions which no 
government of any sort in this country in the past re- 
garded as proper governmental functions. And the Presi- 
dent in most instances appears to be asking the states 
and local governments to assume these new duties at least 

_in part and thus relieve the national government of a part 
_ of its self-imposed load—and presumably to reduce the 
danger of abuses which often arise when government 1s 
far removed from the governed. By and large it ls re- 
distribution of newly assumed functions rather than a re- 
turn to the states and loca! units of functions previously 
and normally performed by them. 

The difference is important. Note the Chief Execu- 
tive’s words. “Like nature,’ he says, “people and their 
governments are intolerant of vacuums. Every state fail- 
ure to meet a pressing public need has created the oppor- 
tunity, developed the excuse and fed the temptation for 
the national government to poach on states’ preserves. 
Year by year, responding to transient popular demands, 
the Congress has increased Federal functions. Slowly at 
first, but in recent times more and more rapidly, the pen- 
dulum of power has swung from our states to central 
government.” And again: “Opposed though I am to need- 
less Federal expansion, since 1953 I have found it neces- 
sary to urge Federal action in some areas traditionally 
reserved to the states. In each instance state inaction, or 
inadequate action, coupled with undeniable national need, 
has forced emergency Federal intervention.” 

The President then lists certain areas which he seems 
to have particularly in mind. Educational assistance is 
one of them. Slum clearance and urban redevelopment is 
another. It is easy enough to say that in the past these 
have been regarded as the functions of the states and local 
governments. The fact, is, though, that until relatively 
recently at all events, neither states nor local units have 
regarded the sort of folderol now thought to be neces- 
sary in the construction of school houses as their function 
or the function of anyone else. As to slum clearance and 
what is now euphoniously termed urban redevelopment, 
they have not ordinarily been regarded as the function of 
any government—at least not the sort to which the Presi- 
dent refers. 

Some of the most unwise and the most dangerous of 
the Federally assumed functions and powers the Presi- 
dent does not appear to have noticed at all. All those 
regulatory functions validated by the incredibly broadened 
definition of interstate commerce are cases in point. The 
enormously detailed, wholly unreasonable, and thoroughly 
harmful restrictions placed upon all types of security 
transactions represent in spirit, if not in the letter, usur- 
pation of power by the Washington authorities—or cer- 
tainly an assumption of power that the founding fathers 
never dreamed of. The same may be said, of course, of all 
those restrictions placed upon cmployers of labor in al- 
most every branch of business often on the flimsiest 


allegation of engagement in interstate commerce. 
No Thoucht of Basie Change 
rhe plain fact is that the President apparently has 
, | ; , j ' 
not even thought of a retreat from the paternalism and 


semi-socialism that has developed during the past two or 
three decades in this country. He has no notion. seem- 
ingly, of any reduction in the role of government, but 
merely a redistribution of functions, including all those 
that have been added. The really great danger in all this 
is not so much that the Federal Government has poached 
upon the grounds of states and local governments—though 
that evil is real enough in all conscience—but is that all 
government, but particularly the national government, 
has so incredibly poached upon the prerogatives of the 
people. 

Let no one think that the states and local govern- 
ments have not enlarged their operations as the years 
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have passed. But for the astronomical size of the opera- 
tions, the tax collections, and the expenditures of the Fed- 
eral Government, the exactions of states and local govern- 
ments would appear incredibly large. As long ago as 1955 
they took some $28 billion from the pocketbooks of the 
people. In 1929 the figure was less than $7.5 billion, and 
as late as 1950 it was less than $20 billion. The burden 
that they now lay upon the taxpayers, coming as it does 
on top of Federal exactions, is grievous. One great ad- 
vantage of transferring some of the functions from the 
national to the states and local units ought to be that they 
would not be performed at all in many instances. 

The President is realistic enough to understand that 
if the states are to take some of these burdens from the 
national government they must have the opportunity to 
levy and collect some of the taxes now going into the 
coffers of the national Treasury. Properly designed and 
executed, certain advantages would accrue from such 
changes as those the President is now suggesting. Let us 
not suppose, however, that they go to the root of present 


day problems. 


Continued from page 15 


Economic Growth and Implications 
For Public and Private Policies 


pression of the 1929 variety. Most 
business managements are gearing 
their operations to this assump- 
tion, although there are some last 
vestiges of fears of another ’29 
lurking around—but not in New 
England, I am sure! This confi- 
dence in avoiding such a holo- 
caust is not just because we have 
an Employment Act which pledges 
government's best efforts to try 
to avoid or promptly to try to 
correct unhealthy economic fluc- 
tuations. Rather it is due to the 
basic underlying forces in the 
economy and our experience un- 
der the free enterprise system in 
adjusting to meet the needs of the 
times. 

As a nation, however, we must 
not throw caution to the wind. It 
is important to recognize that 
there will be economic fluctua- 
tions in the future. In the imme- 
diate years ahead we _ could 
over-expand and thus encounter 
an excess of business capac pty 
simultaneously in a number of 
industries. This could result in a 
significant contraction for the to- 


tal economy. It could be more 
severe than either 1949 or 1953. 
I want to emphasize that this 


should be a temporary contraction, 
however—nothing like 1929. 

I could talk at length about the 
cifferences between the late 1920's 
and the situation today with re- 
spect to excess industrial capacity 
or surplus housing, but will men- 
tion two major differences. In 
the first place, there will be near- 
ly 3 million additional mouths to 
feed, bedies to clothe, roots 
to provide for each year in the 
future. Thus we can quickly grow 
up to any momentary ca- 
pacity. In the late 1929’s, by con- 
trast, the outlook was for a level- 
ing off in the growth of popula- 
tion. Secondly, today we are in 
a cold war which has every indi- 
cation of continuing indefinitely. 
In the struggle with Communism 
we must be strong economically 
and we must have in being phys- 
ical capacity to produce vast mili- 
tary and defense support material. 

The phenomenal population 
growth and the cold war underpin 
a demand which private business 
end government recognize and a 
temporary saturation in produc- 
tive capacity shouid not create 
the type of self-feeding contrac- 
tion followed by pessimism which 
descended upon the national econ- 
omy after the collapse of 1929. 
Furthermore, if we are ever able 
to disarm and thus reduce the 
Federal budget we can reduce 
taxes an equal amount, which 
would provide private purchasing 
power to take up the slack cre- 
ated by cuts in defense production. 


and 


excess 


Rolling Readjustment 

While a 1929 type of depression 
seems out, we will continue to 
have rolling readjustments and 
moderate economic fluctuations. 
With 50 million individual con- 
sumer units, with 5 million busi- 
ness organizations, and with up- 
wards of 200,000 government 
units, all independent and free to 
make their own choices with re- 
spect to consumption and saving, 
production and leisure, we are 
bound to have excesses and de- 
ficiencies in aggregate demand 
and aggregate production at cer- 
tain times. The wise use of mone- 
tary and fiscal policies by the 
Federal Government can con- 
tribute much to stabilizing these 
influences. 

We will also continue to have 
problems of spot unemployment 
and industrial and regional dis- 
tress although the general econ- 
omy grows at rates consistent with 
increases in population and pro- 
ductivity. In today’s prosperity, 
for example, there are 19 major 
labor market areas with substan- 
tial unemployment. We must an- 
ticipate that changes in taste, 
changes in foreign trade, changes 
in technology, migration of indus- 
tries, and the like will result in 
hardships in certain industries and 
in certain regions at certain times. 
You have had your textile prob- 
lem in New England. In today’s 
prosperity, agriculture continues 
in a state of painful contraction 
despite substantial Federal assist- 
ance, 

Government policy should con- 
cern itself primarily witn general 


levels of activity, rates of growth, 
and prices, and rely on private 
competitive forces and local in- 
jtiative to relieve these spot prove 
lems. However, the Federal Gov- 
crnment has always intervened 
in these special cases since the 
davs of Hamiiton and the first 
tariff. As yet, unfortunately, no 
comprehensive approach has been 


worked out in dealing with sucb 
} roblem Be 

Improved economic intelligence, 
of course, is required to help pri- 
vate management and govern- 
ment plan and adjust their pro- 
grams in the interests of economic 
growth and stability. While there 
are still significant gaps in sta- 
tistical knowledge, most informed 
persons will agree that today we 
have better clinical tests — tem- 
perature readings, cardiograms, 
and the like — for the economy 
than at any time before. There is 
nothing comparable to the “rabbit 
test,” enabling economists to pre- 
dict accurately economic turning- 
points, but the ability to time re- 
medial actions—both private and 
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public—for minimizing economic 
contraction is far better today 
than it was when analysts were 
dependent exclusively on the 
“crystal ball,’ or looking at the 
patient’s tongue. 


It is well to remember that, as 
in medicine, diagnosis, prevention 
and cures of economic fluctuations 
are an ever-changing matter. Our 
economy apparently develops im- 
munity to certain disruptive forces 
just as humans do. Similarly the 
“wonder drug” cures lose their 
potency. No two cycles are exactly 
alike; and the measures taken to 
correct them do not have the same 
effect every time they are applied. 
We must constantly strive for new 
tools of diagnosis and treatment. 
On the whole, however, it is safe 
to rule out of our longer-range 
planning a 1929 type of depres- 
sion. 

The second implication of the 
longer-run outlook is inflation, 
This subject deserves a whole 
speech, but tonight I will have 
time to sandwich in only a word 
or two. 

During and since the war there 
have been spectacular price in- 
creases. The dollar is worth only 
50 cents today in terms of 1939 
purchasing power. Some of this 
erosion was an unavoidable cost 
of total war. Short of a major ca- 
tastrophe, it should not happen 
again. 

But since the war there has been 
almost constantly a creeping type 
of inflation which needs attention, 
This is particularly true of indus- 
trial prices. Recent years have 
been marked by what is called 
“cost-push” inflation. For many 
months the Joint Economic Com- 
mittee Staff has made a rather ex- 
haustive study of this problem, 
My last act as Executive Director 
was to transmit a lengthy staff 
report to the Committee on this 
study. As I see it, rising costs of 
labor, capital, and raw materials 
continue pushing prices up. Com- 
petitive restraints on costs and 
priees are weakened in an envi- 
ronment of high demand such as 
we are experiencing. Wages, in- 
cluding fringe benefits, tend to 
rise faster than output per man- 
hour. Managements tend to pass 
higher costs on to buyers and try 
to enlarge profit margins for 
higher dividends and for financ- 
ing expansion. I am in hopes that 
the Joint Economic Committee 
will pursue this study of creeping 
inflation with dispatch and vigor, 


Popular Inflation Appeasement 

I am deeply concerned by the 
current popular reconciliation to 
creeping price increases not only 
as inevitable but necessary to 
maintain prosperity. This I ques- 
tion. 

I am a strong advocate of 
maximum employment. But I am 
equally a strong advocate of pro- 
tecting the value of the dollar. I 
doubt if you can have one without 
the other for long. In other words, 
a sure road to recession and un- 
employment is price inflation. Ad- 
vocates of full employment should 


be in the forefront in the fight 
avainst inflation. 

Think of the results if the cur- 
rent rate of inflation of nearly 
4% a year, or even one-half this 
rate continued for a generation. 

The economy today faces sus- 
tained and growing demand for 
goods and services from govern- 
ment, from private business, and 
from consumers. Thus the answer 
to inflation ultimately must lie 


in increased productivity and com- 
petitive markets. The current high 
levels of investment in modern 
and expanded production facili- 
ties offer hope. But we must strive 
for keener and fairer competition, 
In the short run, however, the 
need is for increased restraint on 
the part of all individuals and 
groups. Government must provide 
leadership with restrictive credit 
and fiscal policies. It must con- 
trol its own budget. Private in< 
dividuals and groups should ex- 
hibit statesmanship and_ restraint 
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in demanding higher wages and 
profits. Increased savings, of 
course, is the real answer today 
as in the vast. In our free econ- 
omy the choice to save must be a 
voluntary decision. To contain 
inflation is no easy task but it is 
a challenge to all those connected 
with savings banking to educate 
the public and lielp iacilitate such 
savings. 

We must all stand resolute in 
our fight against creeping infla- 
tion. I take this position, not solely 
to protect the savings that have 
accumulated nor because I believe 
that such price advances will de- 
stroy the initiative of the average 
person to save—but because of the 
long-range implications for our 
economy. Actually working people 
will be pressed to save more to 
protect their future standard of 
living. Furthermore, while it may 
have been relatively easy for sub- 
stantial savers to ride the inflation 
jet since World War II by invest- 
ing in the stock market and real 
estate, the average person would 
be ill-advised to assume they can 
win the fight against future creep- 
ing inflation by putting this savy- 
ings in equities under emerging 
highly competitive conditions. The 
economy is too mixed and dy- 
namic. Small savers are much bet- 
ter off by saving in the traditional 

‘thrift institutions, even if the gen- 
eral level of prices advance. Safety 
and accessibility of principal is 
still fundamental. 

What are the challenges to sav- 
ings bankers and their trustees 
from this appraisal of the eco- 
nomic outlook? Here is where I 
begin treading thin ice as a rookie 
banker! But let me make this gen- 
eral statement and this is my con- 
clusion. 

It is important that those asso- 
ciated with savings banks recog- 
nize that national policies must be 
pursued which will facilitate con- 
tinued economic growth and at 
the same time preserve the value 
of the dollar. Our industry can 
contribute in many ways to shap- 
ing policies and to carrying out 
programs for the achievement of 
these ends. In doing so, it will be 
assuring maximum direct benefits 
to our depositors. We must review 
present programs and perhaps ex- 
hibit new flexibility in our think- 
ing with respect to national prob- 
lems. Above all, it is vital that 
we develop a wide area of agree- 
ment within the industry on these 
problems. 


FHLB Notes on Market 


Public offering of $148,000,000 
Federal Home Loan Banks 4.30% 
series C—1958 non-callable con- 
solidated notes dated July 15, 1957 
and due Feb. 17, 1958 was made 
July 2 through Everett Smith, 
fiscal agent of the banks, and a 
group of securities dealers. The 
notes are priced at 100%. 

Proceeds from the sale of the 
notes will be applied toward the 
redemption of $166,000,000 of 
37.°% series H—1957 notes which 
mature July 15, 1957. 

Giving effect to the sale of the 
current issue of notes and the re- 
demption of the notes due July 
15, a total of $720,000,000 consol- 
idated notes of the Federal Home 
Loan Banks will be outstanding. 


Meade & Co. Partners 


William A. Garber and Elihu 
J. Michnoff{ have been admitted to 
partnership in Meade and Com- 
pany, 55 William Street, New 
York City. 


With Logan & Co. 


(Special to Tue Financia, CHRONICLE) 
PASADENA, Calif. — John R. 
Cole is now affiliated with J. 
Logan & Co., 721 East Union 
Street. 


Albert C. Hugo 


Albert C. Hugo passed away 
June 25 at the age of 61. Mr. Hugo 
was a Vice-President of A. M. 
Kidder & Co., Inc. 
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Immediate and Long Run Outlook 
For Consumer Durables and Credit 


the least adversely affected in the 
two minor recessions that we had 
in recent years. Generally speak- 
ing, the debt is in the strongest 
possible hands. 


No Overloading 


The “Survey” also showed that 
these people—with exceptions to 
be sure—had not overloaded them- 
selves. Among the 55 million 
spending units at the beginning of 
1956, 88% either had no instalment 
debt or their monthly payments 
required less than 20% of income 
after taxes. In only 12% of the 
55 million spending units, did the 
monthly payments require 20° or 
more of income, and in only 2° 
of the cases did monthly payments 
require 40% or more of income. 

It their income had declined 
significantly, 12°, or about 6.5 
million, of the 55 million spending 
units in the United States would 
have been potentially candidates 
for trouble, and the 2%, or one 
million families, would almost 
certainly have been in trouble. 
Actually, these figures were an 
vver-statement because in the 
“Survey” the amount of monthly 
payment in 1956 was related to 
1955 annual income. A _ certain 
proportion of those people had 
improved their financial position 
by early °56 and their debt had 
been incurred on the basis of that 
improvement. 

Oi course, looking at the burden 
of short-term instalment debt 
alone does not tell the whole story. 
The “Survey” also provided fig- 
ures with respect to what was 


called “selected regular pay- 
ments.” These included, in addi- 
tion to payments on short-term 


instalment debt, required rent or 
mortgage payments, together with 
property taxes and_ insurance, 
when those were. included in the 
mortgage agreement. At the be- 
ginning of 1956, 29% of the 55 
million spending units had no 
“selected regular payment” obli- 
gations whatever. “Selected reyg- 
ular payments” required less than 
20% of income (after taxes) for 
31% of the families, and required 
from 20 to 40% for another 26% 
of the families. Only 11% of the 
spending units had “selected reg- 
ular payments” which absorbed 
more than 40% of monthly in- 
come after taxes. 

I have quoted more figures than 
many Can remember. They con- 
firm, I believe, what you know 
from your own experience: the 
present level of debt has not 
caused trouble. Delinquencies re- 
main at an exceptionally low level 
and charge-offs continue to be 
reasonable. 


Actual Auto Sales Facts 

Permit me now to. digress 
briefly. I have heard statements 
that consumers had to withhold 
purchases of durable goods in the 
last two years because they had 
to “digest the huge” amount of 
debt taken on in 1955. The lower 
rate of increase of consumer debt 
since the fall of 1955 is cited as 
well as the lower rate of produc- 
tion of automobiles, People who 
make those statements overlook 
the fact that the largest decline 
in automobile sales in 1956, as 
compared with 1955, occurred 
among cash buyers rather than 
credit buyers. It was the cash 
buyer who withdrew to the great- 
est degree from the car market; 
the decline in time sales was much 
smaller. 

These people also concentrated 
their focus on the amount of out- 
standing consumer debt rather 
than on the basically more impor- 
tant fact—namely, the very sub- 
stantial degree to which consumer 


credit is being used, predominant- 
ly for the purpose of acquiring 
family possessions, and the com- 
paratively constant and rapid rate 
of repayment. The facts show that 
more consumer credit was used 
in 1956 than in 1955, but because 
repayments in 1956 were consider- 
ably higher, the increase in out- 
standing consumer debt was 
smaller. In 1957, also, consumer 
credit is being used at a higher 
rate than in 1955 to acquire du- 
rable goods—oither than automo- 
biles, 

The U. S. Department of Com- 
merce estimated total consumer 
expenditures On furniture and 
household equipment in 1956 at 
$15.0 billion, as compared with 
$14.3 billion in 1955. Autos and 
auto parts, on the other hand, 
were down to $14.6 billion in 1956 
compared with $17.2 billion in 
1955. 

The people, who make the state- 
ments referred to, also overlook 
what those in the furniture busi- 
ness know full well. People who 
have utilized consumer credit to 
buy durable goods are likely to 
do so again within a relatively 
short period of time after they 
have paid down or paid off their 
obligations. This emphasizes the 
very basic fact that the average 
American family, at the period in 
life when its needs are expanding 
more rapidly than income, uses 
and re-uses consumer credit to 
acquire those family fixed assets 
which are an increasingly impor- 
tant part of the American scale 
of living. Yes, consumer credit 
is a goose whose golden eggs 
benefit manufacturer, distributor, 
retailer and consumer alike. Is it 
necessary to point out that it is 
foolhardy to impair its egg-laying 
powers — even temporarily — 
through the use of ridiculous 
terms? 

To, round out our picture let us 
look briefly at the money and 
capital markets. 


Money and Capital Markets 


During the last two years banks 
have been faced with a strong de- 
mand for loans of all types. As 
you know, this demand has been 
so strong that the Federal Reserve 
System has found it necessary to 
permit a progressive tightening in 
the money market and to apply 
the brakes to prevent too rapid 
an increase in the total supply of 
credit. I do not foresee any rapid 
expansion in savings in the bal- 
ance of the year nor do I foresee 
any decrease in the aggregate 
demand for credit. It therefore 
seems reasonable to assume that 
banks will not devote any sig- 
nificantly larger percentage of 
their loanable funds to the con- 
sumer sector, 


Longer Term Market 


You also know what has hap- 
pened in the long-term capital 
market. Some of the largest and 
most respected sales finance com- 
panies in the country considered 
it expedient to postpone offerings 
of long-term securities in the 
market last June and subsequent- 
ly acquired such funds at less 
favorable rates and conditions. If 
we are correct in assuming that 
general business activity will con- 
tinue at high level and improve 
and that business will continue to 
invest in capital equipment at a 
high level, there would seem to be 
little expectation of a significant 
change in the long-term capital 
market, 

This indicates that total out- 
standing consumer instalment 
credit in 1957 will not deviate 
much from the current level. I 
assume that there will be a con- 


tinued hesitancy on the part of 
non-bank credit institutions to pay 
the price which the long-term 
market now requires for addi- 
tional funds. This hesitancy will 
impede the acquisition of such 
additional long-term funds. I also 
assume that these non-bank in- 
stitutions do not have significant 
amounts of unused credit lines at 
banks, 


Re-Examining Credit Policies 

Under these circumstances cred- 
it institutions are adjusting to 
monetary conditions by reexamin- 
ing their credit policies. A re- 
newed emphasis on quality of 
paper acquired seems to be the 
order of the day. For cash lenders, 
this means a continued careful 
appraisal of the net worth and 
income position of the borrower 
to determine his credit worthiness. 
For sales finance institutions it 
means, in addition, a reexamina- 
tion of down payment require- 
ments and maturity terms. I as- 
sume that it would result in con- 
tinued shift away from marginal 
terms. 

If the movement in this direc- 


tion which has occurred continues, . 


and I believe it will, then current 
repayments on instalment con- 
tracts, averaging a little over $3.2 
billion a month, will permit some 
increase in the number of trans- 
actions financed and in the vol- 
ume of goods moved on credit. 


Expects $2.2 Billion Instalment 
Credit Rise 

I expect total instalment credit 
at the end of 1957 to amount to 
$33.8 billion, an increase of $2.2 
billion for the year as compared 
with a $2.6 billion increase in 1956 
and a $5.4 billion increase in 1955. 
Total consumer credit outstanding 
at the end of 1957 will probably 
be about $44.5 billion, an increase 
of $2.6 billion for the year. 


Summarizes Conclusions 

It is appropriate to summarize 
our conclusions briefly. Goods are 
in ample supply. Consumer in- 
comes will remain at or improve 
on present record levels. Con- 
sumers may be expected to spend 
aut a high rate because they have 
conlidence in their own future. 
With the exception of the automo- 
bile field, the 1955 sales do not 
seem to have preempted any sig- 
nificant share of the market, pro- 
vided that consumers are con- 
vinced that the articles offered 
represent good values. The quan- 


tity of consumer debt now in 
existence need not deter a high 
Jevel of purchase of consumer 


durable goods, because relatively 
few consumer spending units have 
overloaded themselves with debt. 
The rate of repayment should also 
not interfere with increased sales 


of consumer non-durables and 
services. 
Il. Long Term Outlook 


Just a brief look at the long- 
term outlook. 

Both official and unofficial fore- 
casters, amateur and professional, 
predict continued higher output 
by the American economy, and 
rising standards of living, if, in 
the words of President Eisen- 
hower: “we manage our affairs 
wisely and adhere to. policies 
which evoke a maximum of pri- 
vate initiative and enterprise.” 


Our output per hour of work 
has increased at an average rat 
of about 2% a year ever since 


1910. The experts tell us that the 
rate of increase has been con- 
siderably higher recently and that 
during the next ten years the rate 
of increase will probably be 212% 
or 3% a year. This higher rate 
of increase will result from recent 
high rates of investment in new 
plants and improved equipment, 
high expenditures for research 
which has proved productive, and 
a rapid increase in skill and effi- 
ciency. 

Taking account of the known 
increase in the labor force which 
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will occur, we can look forward 
to having a national production 
of goods and services by 1975 of 
2 or 212 times the present total 
(in terms of present prices). The 
average wage earner, whose in- 
some today is from $3,000 to $7,500 
a year, will earn from $5,000 to 
$12,000 or $15,000 twenty years 
from now. 


Inherent Drive 


The inherent drive in the Amer- 
ican people for improvement. in 
their own lot and that of their 
families will not change. It is the 
key to our emphasis on education 
and vocational improvement; it is 
the key to our desire for physical 
goods; it is the key to our desire 
for leisure in which to enjoy the 
fruits of our labors, to seek spi- 
ritual enrichment, to visit the 
beauty spots of our country and 
the world. It is a drive which 
does not exist in those countries 
where people find themselves 
frozen to the lot to which they 
were born and thus, through frus- 
tration become victims of com- 
munistic appeals. This American 
drive for self-improvement is an 
important factor in increasing our 
needs and our desires as fast as 
our incomes permit. 


But if mass demand is to be 
sustained and progressively ex- 
panded, the average family must 
be able to continue its sound use 
of consumer credit. Its volume 
must grow to keep pace. The 
average family needs the con- 
venience of charge accounts for 
its day-to-day transactions, the 
use of the time-payment plan to 
raise its scale of living, and the 
safety valve of personal instal- 
ment cash lending to enable it to 
meet those emergencies which are 
unavoidable in a free economy. 


Robert Vick, McNaney 
Firm Formed in Chicago 


CHICAGO, Ill.— Robert Vick, 
McNaney & Co. has been formed 
with offices at 33 North La Salle 
Street to act as dealers in invest- 
ment securities specializing in 
state, municipal and public reve- 
nue bonds. Principals are Robert 
P, Vick and L. F. McNaney. Mr. 
Vick was formerly proprietor of 
Robert Vick & Company. 


With Walston & Co. 


(Special to THE FINANCIAL CHRONICLE) 

SAN FRANCISCO, Calif.— 
Harry E. Fisher has been added to 
the staff of Walston & Co., Inc., 
265 Montgomery Street, members 
of the New York and Pacific 
Coast Stock Exchanges, 


Petrie With Canadian 
Bank in Portland 


PORTLAND, Ore.—Appointment 
of Alan Petrie as Manager of The 
Canadian Bank of Commerce of-= 
fice at Portland, Ore., has been 
announced. He succeeds B. S, 
Deacon who has retired. 

Mr. Petrie comes to Portland 
from the post of Manager of the 
bank’s Personnel Department, at 
Head Office, Toronto. A career 
banker of 28 years service, Mr. 
Petrie was Chief Inspector of the 
bank before his personnel appoint- 





ment and earlier was Assistant 
Manager of the bank’s' main 
branch in London, England. 


With Merrill Lynch 

(Special to THe FInaNcIAL CHRONICLE) 
ZANESVILLE, Ohio — John E, 
Fitzgibbon, Jr. is now with Mer- 
rill Lynch, Pierce, Fenner & 
Beane, Masonic Temple Building. 


Joins Earle C. May 
(Special to Tue FINANCIAL CHRONICLE) 
PORTLAND, Ore. — Edward B. 
Stanton, Jr. has joined the staff 
of Earle C. May, 811 Southwest 
Sixth Avenue. 
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Current Administration of 


The 


of amending the issues raised in 
its original notice ordering the 
stop order proceeding in the light 
of changes presented in amend- 
ments to the registration state- 
ment, the Commission has gener- 
ally exercised its discretionary 
power to try the case on the basis 
of the issues presented by the 
initial filing. 

There are at least four substan- 
tial reasons which justify this 
practice. First, the Commission is 
not always able to determine the 
truth and accuracy of a proposed 
amendment or whether it corrects 
all of the alleged deficiences in 
the registration statement until 
the record in the evidentiary 
hearings has been fully developed. 
Second, the consideration of 
amendments before the conclu- 
sion of the hearing may cause 
infinite confusion regarding the 
issues to be decided by the Com- 
mission. Third, it may delay the 
final solution of the controversy. 
Orderly procedure and expedi- 
tious determination of what perti- 
nent facts should be disclosed in 
the registration staiement require 
that the hearing go forward on 
the basis of the issues raised in 
the initial order for hearing. 
Fourth, the public interest would 
not be served if amendments are 
offered as a means of terminating 
the proceedings and toreciusiig 
public disclosure of misstatements 
in a registration statement tnat 
the Commission would make in its 
published opinion, particularly if 
there is an existing public interest 
in securities of the issuer. 


Some Important Interpretations 
Dealing With Registration 


The third fundamental principle 
that guiaes the Commission is to 
make iair and consistent interpre- 
tations of the provisions of the se- 
curities laws to particular factual 
situations with the statutory stand- 
ards prescribed by the Congress. 
Many of the most significant in- 
terpretations made by the Com- 
mission deal with the necessity for 
compiying with the registration 
and prospectus requirements of 
the Securities Act. 


What Constitutes a Public 
Oifering? 


The first basic consideration in 
determining the applicability of 
the registration provisions is 
whether the transac.iion by an 
issuer, or any person controlling 
or controlled by an issuer, in- 
volves a public offering. The 
standards enunciated in the Rals- 
ton Purina case are observed by 
the Commission in its day-to-day 
interpretations of this question. 
In this case, the Supreme Cuourt 
rejected a numerical test of of- 
ferees as the soie criterion Tol 
determining whether an offering 
is public or private. However, it 
did approve the adoption by the 
Commission of some kind of mini- 
mum figure, as a maiter of admin- 
istrative convenience, in deciding 
if a claimed private offering ex- 
emption might be avaiaole. Tne 
principal test is whetner the par- 
ticuiar class of offerees needs the 
protection afforded by registra- 
tion. This determination turns on 
the knowledge of the offerees 
about the afiairs of the issuer or 
their access to the same kind of 
information about the issuer that 
would be contained in a registra- 
tion statement. 

As a ruie of thumb, the Com- 
mission has considered that an of- 
fering made to not more than 25 
or 30 persons, who take the secu- 
rities for investment and not for 
distribution, is generaliy a private 
transaction not reyuring regis- 
tration. Where an offering is made 
solely to institutional investors, 


Securities Laws 


such as large banks and insurance 
and investment companies, the 
Commission, in some _ instances, 
has not required registration even 
though the number of offerees 
may have been as large as 80 or 
90. The issuance of a “no action” 
letter by the Commission concern- 
ing an offering to such a large 
number of institutional investors, 
however, is by no means auto- 
matic since the facts and circum- 
stances of each case vary and it 
does not necessarily follow that 
all institutions of that type are 
capable by themselves of obtain- 
ing the pertinent information 
about the issuer that would be 
provided in a registration state- 
ment. 

Where an _ offering made 
solely to the employees of an is- 
suer of securities, the Commission 
does not give a “no action” letter 
if the number of employees to be 
solicited exceeds 25 unless there 
is a showing that the oftering is 
limited to executive or manage- 
ment personnet who are ac- 
quainted with and have access to 
the business and financial infor- 
mation concerning the issuer. Ex- 


is 


cept for a relatively few very 
large corporations, the Commis- 
sion has been of the view that 


more than 
can qualify 
Purina stand- 


most issuers have not 
100 employees who 
under the Ralston 
ards. 

In the case of offerings made to 
more than 25 or 30 persons who 
are neither institutional investors 
nor management type employees, 
the issuer must make a showing of 
special circumstances to justify 
the conclusion that the offering 
may be exempt from registration 
as a private transaction. The Com- 
mission considers several factors. 
One is the relationship of the of- 
ferees to the issuer—such as close 
affiliation with directors and offi- 
cers, existing financial interest in 
the issuer through securities own- 
ership, and debtor-creditor cus- 
tomer or attorney-client relation- 
ships. The Commission also takes 
into account the investment ex- 
perience of the offerees, the price 
of the units being offered, and the 
reiationship of the offerees to the 


issuer and to each other. Under 
these standards, if a few of the 
offerees, although not sophisti- 


cated investors themselves, are 
closely connected with other of- 
ferees who are knowledgeable 
about the affairs of the issuer, the 
private offering exemption might 
still be available. The Commission 
has seldom given a “no action” 
letter where the number cf offer- 
ees in this category substantially 
exceeds 25 persons. It is difficult 
for an issuer to make a persuasive 
showing to the Commission that 
all the offerees in a large group 
are so sufficiently informed about 
the issuer that none needs the 
protections afforded by the regis- 
tration and civil liabilities provi- 
sions of the Act. 

In applying any numerical test 
it is not the number of purchasers 


who finally agree to invest but 
the number ot offerees to whom 
the offer is made which is the 


significant factor. Thus, an offer- 
ing by newspaper advertisement 
to sell only to 25 persons would 
necessarily be a public offering, 


since it is addressed to the public 
generally. Even an offering to 
sell to the first 25 institutional 


investors who express an interest 
in buying would be public, if ad- 
dressed to large groups of insti- 
tutional investors without refer- 
ence to their relationship to the 
issuer or their knowledge of the 
issuer. 

In any event, before a “no ac- 
tion” letter will be given, the 
Commission must be satisfied that 


the offerees will take for invest- 
ment and not for distribution. The 
term “taking for investment” is 
not equated with the holding of a 
security for the capital gains 
period under the tax laws. If an 
offeree intends to sell the security 
after six months or even after a 
year, he is not really taking for 
investment. Sometimes a “no ac- 
tion” letter is requested by a pur- 
chaser who presumably took for 
investment initially but alleges a 
“change of circumstances” to jus- 
tify selling the securities within a 
short time after making the in- 
vestment. A bona fide change in 
circumstances to support a claim 
that the purchaser did not take 
down the securities with the in- 
tent to effect a distribution, and 
thus be an underwriter, is difficult 
to sustain. Certainly it is not a 
bona fide change of circumstances 
that the stock has either increased 
or decreased in value. 


What Is Control? 

A second basic consideration in 
deciding whether registration of a 
securities offering is required may 
involve the question of control. 
The registration provisions are 
applicable only to issuers, under- 
writers and dealers, and the of- 
feror of securities may, in the 
ordinary sense, be none of these 
persons. However, a_ so-called 
controlling person of an issuer 
cannot make a distribution of his 
shares through a broker or dealer 
without registration, for the rea- 
son that the definition of under- 
writer in the Securities Act in- 
cludes any person who engages in 
distributing securities for a con- 
trolling person. 


The meaning of ‘‘control” is ‘not 
a narrow one, depending upon a 
mathematical formula of 50% of 
voting power, but is broadly de- 
fined to permit the provisions of 
the Act to become effective wher- 
ever the fact of control actually 
exists.”! The question whether 
control exists is, of course, de- 
pendent upon the facts in any par- 
ticular case. At best, the resolu- 
tion of the question is difficult 
because of the many subtle factors 
involved in any apprasal of all the 
surrounding circumstances. 

The criteria which may be sig- 
nificant in a particular case in 
making a determination of con- 
trol include the following: first, 
whether the person is or has been 
an ofticer, director or promoter of 
the issuer or has or had repre- 
sentation on the board or has the 
power to obtain representation: 
second, whether any member of 
his family group has been or is 
presently represented in the man- 
agement of the issuer; third, ine 
percentage of securities owned of 
record, beneficially, in a repre- 
sentative capacity, or otherwise. 
by him and his family group and 
by persons in a close relationship 
to him or his family group; fourth, 
whether there are any large 
blocks of stock held by others who 
appear to play a more dominant 


position in the management or 
wno are 1n a poSsilloii to OUutvote 
him; fifth whether his and his 


family’s stock has been necessary 
to establish a quorum at annual 
meetings: sixth, whether there has 
been any proxy contests or other 
evidence of dissatisfaction or con- 


flfict between him and the man- 
agement; seventh, whether he or 


his family group has received sub- 
stantial payments or benefits from 


the issuer; eighth, existence of 
voting trusts, protective commit- 
tees, re organization or bank- 
ruptcy proceedings and similar 
matters. The question of control 
becomes more difficult in cases 


where other persons hold an equal 
or larger amount of stock. These 
cases frequently involve a deter- 
mination whether or not the per- 
sons act in concert and are in 
effect in joint control of the issuer 
or whether they are totally inde- 
pendent of each other. 





1H. R. Rep. No. 85, 73d Cang., Ist 
Sess. (1933), p. 12. 
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Registration of Convertible 
Securities 


The applicability of the registra- 
tion requirements to convertible 
securities is often misunderstood 
by the financial bar and by in- 
dustry. An issuer must register 
both the convertible security and 
the security to be issued upon 
conversion if the conversion privi- 
lege is immediately effective. The 
rationale is that the issuer is mak- 
ing an immediate public offering 
of both securities. However, if the 
conversion rights is not exercis- 
able until some future date, the 
securities to be later issued on 
conversion need not be registered 
ut the time of the initial public 
offering of the convertible secu- 
rity. Registration is intended only 
for securities that will be offered 
in the near future and not for se- 
curities that will be offered at 
some distant future date. 

Whether or not there has been 
registration of either the converti- 
ble securities and the securities to 
be issued on conversion, or both, 
at the time of the initial offering 
of the convertible securities, Sec- 
tion 3(a)(9) of the Securities Act 
may operate to exempt from the 
registration or prospectus require- 
ments the actual issuance of new 
securities when the conversion 
right is exercised. The actual con- 
version is an exchange of securi- 
ties “by the issuer with its exist- 
ing security holders exclusively” 
within the meaning of Section 
3(a)(9). However, if commissions 
are paid to anyone to solicit such 
conversions, Section 3(a)(9) by its 
very terms would not be available. 
If such paid solicitation is not lim- 
ited to a few holders of the out- 
standing convertible securities it 
would constitute a new public of- 
fering and require registration of 


the securities to be issued upon 
conversion. Delivery of an up-to- 
date prospectus would be _ re- 


quired even if an earlier registra- 
tion statement had been filed cov- 
ering the securities to be issued 
upn conversion, if that registration 
statement is out of date or if the 
persons solicited include some 
who acquired their convertible 
securities in the trading market 
without having been furnished 
the earlier prospectus. 

Furthermore, if there is a plan 
or agreement participated in by 
the issuer, or of which the issuer 
has knowledge, that a_ sizable 
amount of the securities issued 
upon conversion are to be dis- 
tributed to the public, and are not 
to be heid tor investment, by the 
holders of the convertible securi- 
ties, Section 3(a)(9) would not be 
available to exempt the public dis- 
tribution. The transaction would 
then become an underwritiiy and 
the securities to be issued upon 
conversion would have to be 
registered. 

This principle particularly 
applicable to the situation where 
the initial offering of the convert- 
ible security, being a private 
placement, was not registered. For 
example, a private placement of 


IS 


convertible bonds is made with 
insurance companies which are 
not permitted by state law to hold 
common sieck of the issuer as 
“admitted assets.” When their 


bonds are converted into 
stock the insurance companies 
must sell the stock and invest the 
proceeds in “admitted assets.” 
Prior to selling the common stock 
taken on conversion of the bonds, 
registration of the stock re- 
quired because the conversion is 
made with the view to distribut- 
ing the stock. 

Another illustration would in- 
volve the situation where the con- 
version price is below the market 
price at the time the convertible 
security is offered. Even though 
the initial offering may have been 
made to a limited group of insti- 
tutional or other sophisticated in- 
vestors so as to be an exempt 
private offering, it is apparent 
that such purchasers can make a 
quick profit by converting and 


common 


is 
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then selling the new security at 
the market price which is higher 
than the conversion price. Unless 
the entire group purchasing the 
convertible security takes with an 
intention to hold for investment, 
even after conversion, an under- 
writing is involved and registra- 
t10n would be required. 


Prohibited Activities in 
Pre-Filing Period 

telated to the fundamental in- 
terpretative problems concerning 
the necessity for registering a pro- 
posed securities offering are the 
restrictions imposed upon the ac- 
tivities of a prospective issuer in 
the period prior to filing its reg- 
istration statement. The dissemi- 
nation of information about the 
issuer in the form of brochures or 
letters, prior to the contemplated 
filing of a registration statement, 
may violate the registration pro- 
visions, if the publication is de- 
signed to “condition the market” 
or to facilitate the sale of a secu- 
rities issue to be registered in 
the near future. In determining 
tue appropriateness of these ac- 
tivities, factors such as the nature 
and content of the publication, 
the scope of the distribution of 
the publication, the length of time 
between the dates of publication 
and the subsequent filing of the 
registration statement, and the re- 
lationship of the issuer to the 
person responsible for such pub- 
lication are considered. 

An issuer may send its custom- 
ary periodic reports to stockhold- 
ers without violating the law pro- 
vided the reports do not contain 
an express offering of securities 
or refer to an impending securi- 
ties offering in a manner designed 
to solicit from stockholders and 
others -pre-filing offers to buy. 
However, the publication, at or 
about the time aée registration 
statement is to be filed, of special 
brochures dealing with the pros- 
pects of the issuer should be 
avoided. These documents often 
contain the kind of puffing state- 
ments that are not permitted in 
statutory prospectuses. Similarly, 
advertisements that are published 
by an issuer which are other than 
routine statements as to its finan- 
cial condition or operations, just 
prior to the filing of a registra- 
tion statement or during a distri- 
bution, are often a thinly veiled 
attempt to arouse interest in the 
issuer’s securities rather than in 
its products or services and might 
be deemed the first step in a secu- 
rities offering. 

Where an officer of a prospec- 
tive issuer makes a speech about 
the operations of the company in 
a public forum—such as a secur- 
ity analyst group—shortly before 
a registration statement to be 
filed, the speaker should take ap- 
propriate precautions to avoid any 
possible inference that his 
marks were designed to condi- 
tion the market for the imminent 
financing of the issuer. In a num- 


1S 


re- 


ber of recent cases the Commis- 
sion has advised the issuer that 
widespread distribution of repro- 
duction of such speeches would 


raise questions as to possible vic- 
lation of the registration provi- 
sions. Prediction of dollar 
amounts oi profits or projections 
cf earnings are particularly ob- 
jectionable since these types of 

imates cannot be included in a 
prespectus on the ground that 
they involve too many unknowns 
to be factual in nature. 

Apart from publications by the 
issuer itself or its officers and 
directors, publications by under- 
writers in regard to the financial 
condition ard future prospects 
an issuer may, likewise, violate 
the registration provisions, if the 
timing of such publications is 
close to the filing of a registra- 
tion statement. Even though an 
underwriting group may not have 
been formed, a broker-dealer who 
has participated in previous un- 
derwriting for an issuer may rea- 
conably anticipate that his firm 
may be invited to participate in 
an impending offering. Conse- 


° 
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quently, any market letters dis- 
tributed by his firm shortly be- 
fore the filing should not include 
information concerning the pros- 
pective issuer. Furthermore, the 
broker-dealer should not prepare 
special reports on the issuer after 
he has learned about his probable 
participaiton in a contemplated 
financing. The consequence of the 
publication of pre-filing material 
which conditions the market or of 
making sales during the pre-ef- 
fective period (known as gun- 
jumping) may be the denial by 
the Commission of acceleration of 
the effective date of the registra- 
tion statement. 


Conclusion 


The ultimate purpose of the se- 
curities laws is to create and 


Continued from page 11 


maintain a healthy climate for the 
vital processes of capital forma- 
tion. The Commission has based 
its administration of these saiu- 
tary laws upon sound principles. 
The interests of the investing 
public are being protected by an 
increasingly vigorous enforcement 
program. At the same time, the 
important Constitutional §safe- 
guards against impairment of the 
rights and privileges of indivi- 
duals are being strictly respect- 
ed. And lastly, the Commission is 
making a determined effort to 
interpret the provisions of the 
securities laws consistently and 
farily within the framework of 
the statutory standards prescribed 
by the Congress. 


The 0 . tlook for Private Investment 


construction is already under con- 
tract. In many cases, a year or 
more is required to make the 
plans, let the contracts and ac- 
complish the construction of com- 
plex industrial projects. There- 
foic, the levels of this year’s pri- 
vaie investment are not likely to 
be affected in a substantial way 
by this year’s decisions on Fed- 
eral spending. 


Over the longer run, actions 
ta..en by the Federal Government 


bound to have signif.cant el- 
3 Ol, private investment. For 
pie, any reduction in Fed- 
crai spending would permit trans- 
ier of funds to investment proj- 
ecis, and it is my personal be ief 
thac such funds could be profit- 
abiy employed. The reason is 
tha: there are sO many new Op- 
portunities — new products and 
lew processes—coming out of the 
increased effort in industrial re- 
search. These new products will 
require new manufacturing facili- 
ties. even though we have plenty 
of capacity to make old products. 
It is difficult to predict how much 
additional investment might take 
place, or how soon. But I would 
be remiss if I did not point out, 
in conclusion, that there do exist 
privace investment opportunities 
for any funds that are released 
by a substantial reduction in gov- 
Civiinent spending. 

I would now like to turn to a 
more detailed discussion of the 
points raised in this summary 
statement: 


arc 
1ecr 
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Cas and Electric Investing Up 
The rise in investment in 1957: 


Almost every major industry is 
increasing its investment in new 
plants and equipment this year. 


The amounts vary from industry 


to industry. For example, the cap- 


ital expenditures of electric and 
gas utilities will increase more 
than for most manufacturing in- 
dusiries. The exact amounts of 
increase also vary as between 
those reported in the McGraw- 


Hill Survey and those reported by 
the Dept. of Com merce-Securities 
Exchange Commission. It is espe- 
cialiy worth noting that the latter 
survey reported a sharp decline 
in the investment plans of small 
commercial firms (which are not 
surveyed by McGraw-Hill), re- 


However, there is no disagree- 
ment between sources on these 
main points: (a) that investment 
will be substantially higher in 
1957 than in 1956 (b) tnat the 
largest increases will be in pub- 
lic utilities and certain basic man- 
ufacturing industries (c) that in- 
vestment in light manufacturing 
will not increase as much and (d) 
that the only area not showing a 
significant increase will be com- 
mercial business, i.e. trade, fin- 
ance and services. 


Basic Industries Now Expanding 

The largest programs in 1957 
are those that involve a substan- 
tial build-up of capacity in the 
basic industries. It is well known 
that in recent years the expansion 
in manufacturing generally has 
put a strain on our resources of 
fuel, power and basic raw mate- 
rials. So it is in these fields that 
investment now is increasing the 
most. During 1957 the steel indus- 
try will increase its capacity bv 
6 million ingot tons, the electric 
power industry will add 9.1 mil- 
lion kw of new generating capa- 
city. and capacity to produce 
chemicals will rise by 9%. We are 
adding a large amount of new 
aluminum capacity and substan- 
tial new facilities for petroleum 
products. The transportation in- 
dustries are adding more capacit\ 
all around—ships, barges, pipe- 
lines, freight cars and aircraft. 
The over-all result of these varied 
programs will be to relieve a 
number of bottlenecks in the 
economy. 

On the other hand, capital ex- 
penditures are no longer increas- 
ing rapidly in the lighter manu- 
facturing industries—the ones that 
fabricate raw materials ints con- 
sumer goods. The automobile in- 
dustry is spending less in 1957 
than in 1956; the food and textile 
industries, very little more. In all 
these industries, this vear’s in- 
creases in capacity will be nom- 
inal. The same comment applies 
to most lines of metalworking, al- 
though in some of the heavy ma- 
chinery industries exvansion is 
continuing to meet special needs. 

Thus, although 1957 will be a 
record year for business capital 
investment, this is by no means a 
wild sort of boom in which com- 
panies are expanding without re- 


sulting in a smaller reported in- gard to basic demand. It seems 

crease in total business invest- rather to be a process of orderly 

ment. (Table I). growth that is tied to long-term 
TABLE I 


Increase in Investment (1956 to 1957), as Shown by Two Recent 
Surveys of Plans for New Plants and Equipment 


Electric and Gas Utilities 


Railroads 

Manufacturing: 
Primary Metals 
Chericals __-_- ; 
All Other Manufacturing 

Commercial 





n.c. No* cemoparable. 
stores, bar*<« -A 
service establishments. 


Transportat’n (except RRs.) & Communic’ns +17 


McGrew-Hill Commerce-SEC 


ae wee +22% +24% 
n.c. 
nodencsaneeen +11 +19 
coinbemantetnbetinen +49 +47 
+24 
ounsnnasenhun + 4 + 3 
onedannagunse *+ 2 — 6 


*Large chain stores, mail order and department 
‘“surance companies, 


Does not include small stores and 
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objectives for the various indus- 
tries. Where capacity is already 
adequate—as it is for most lines of 
consumer goods—investment is 
levelling off. The really large in- 
vestments, are being made where 
they are most needed — in the 
fields of raw materials, power and 
transportation. 


Prospects for Stability in 1958 


Tne continuing expansion of 
these basic industries provides the 
foundation for a high level of cap- 
ital investment in 1958. The pro- 
grams of the steel, aluminum, 
power and transportation indus- 
tries are not limited to 1957. In 
fact, it will be impossible to com- 
plete these programs, which in- 
volve very long lead-time equip- 
ment, before 1958 at the earliest. 
Some of the orders now outstand- 
ing for ships, commercial aircraft, 
power generating and communica- 
tions equipment cannot be com- 
pleted until 1959. The same com- 
ment applies to exploration pro- 
grams for oil and other minerals. 
There is, therefore, a substantial 
volume of investment already on 
a definite schedule for next year. 
Plans are already near the 1957 
level in the fuel, power and trans- 
portation industries (exccpt rail- 
roads). Manufacturers’ plans are 
still much less definite, as indi- 
cated by Table II. 

It must be emphasized that these 
are preliminary plans. In manu- 
facturing especially, many new 
projects will be added when budg- 
ets are considered next fail. So it 
is reasonable ot assume that the 
over-all level of investment in 
1958 will be very close to 1957. It 
might even exceed 1957 if circum- 
stances were favorable. 


The Growing Importance of 
Research 

Much of the investment that 
will take place in 1957 and subse- 
gouent years will result from the 
new discoveries of industrial re- 
search. We are just beginning to 
cee significant results, in the in- 
vestment field, from the rapid 
growth of research outlays in the 
years 1950-1956, and especially 
since 1953. There is generally a 
lag of 4 to 7 years between the 
beginning of a research program 
and the development of a com- 
mercial product. Another 2 or 3 
years may pass before output of 
the product reaches a quantity 
that calls for large new plant in- 
vestment. But as the result of 
research and development in 1950- 
56, we can now expect an increas - 
ing flow of new projects for in- 
vestment in 1957-1960. It seems 
clear from plans reported in our 
latest survey that more new prod- 
ucts will reach the market in 
1957-1960, and more new processes 
will enter industrial technology, 
than in any previous four-year 
period. 

Expenditures on research and 
cevelopment reached $6.1 billion 
in 1956—up sharply from the $4.8 
billion spent in 1955, and well 
above estimates for 1956 reporte? 
only a year ago. This increase in 
research spending of 28% is per- 
haps the most impressive single 
figure reported in the current sur- 
vey. Plans for 1957 _ indicate 
another 20% increase this year— 
to $7.3 billion. Industry already 
has plans to spend $9.3 billion on 
research by 1960—a preliminary 


if the present rate of increase in 
research spending continues. 

There is already a sharp in- 
crease in the number of companies 
that are making significant capital 
expenditures to bring out new 
products. In manufacturing as a 
whole, 32% of all firms expect to 
make such expenditures in 1957, 
compared to 28% in 1956. Some of 
the individual industries show 
much sharper increases. In steel, 
for example, the number of com- 
panies planning capital expendi- 
tures to make new products is up 
from 6% of all firms in 1956 to 
21% in 1957. In non-ferrous 
metals, there is an increase from 
25% of the companies to 42%. If 
capital expenditures to make new 
products follow the trend of ex- 
penditures on research, it seems 
possible that nearly half of all 
manufacturing firms will be in- 
vesting for this purpose by 1960. 

These figures demonstrate that 
many companies find new oppor- 
tunities for investment arising 
from their research efforts. How 
much they will actually invest in 
1958, or any other year, depends 
on the availability of funds, and 
on rates of profit at the time. But 
there is certainly no lack of new 
ideas—new frontiers so to speak— 
for investment. Although we do 
not have the great needs for 
capacity that existed a few years 
ago, we do have new outlets in 
the form of plant modernization 
and new product development. 
Over the long-run, these new out- 
lets are likely to absorb a sub- 
stantial increase in the amounts of 
funds available for private invest- 
ment. In fact, the capital invest- 
ment required to exploit fully our 
scientific and technical progress 
may eventually exceed the invest- 
ment made to raise capacity in 
the early postwar years. 


The Growth of Manufacturing 
Capacity 

In view of the technical revolu- 
tion that is in progress, the rapid 
pace of modernization and re- 
placement for most types of 
equipment. we should regard our- 
selves as fortunate that most in- 
dustries are no longer pressing as 
hard to add new capacity. 
Throughout the postwar period, 
manufacturing companies particu- 
larly have been struggling to 
catch up with their capacity needs, 
and to achieve some reserve 
against future upswings in de- 
mand. They have been caught 
short—by the immediate postwar 
demand, by Korea and by the 
consumer goods boom in 1955. But 
in the past year, most companies 
have achieved a better capacity 
reserve. 

At the end of 1956, manufac- 
turing companies were operating 
— on the average — at 86% of 
capacity, leaving a 14% reserve 
margin. By the end of 1957 this 
reserve will be even larger. Thus 
industry is in shape to meet any 
near-term upswing in consumer 
demand without large, new ex- 
pansion programs. In fact, the 
manufacturing capacity now in 
place (or under construction) may 
be enough to meet most of our 
normal growth requirements as 
far ahead as 1960. Modernization 
and replacement programs will 
yield some capacitv increase each 
year (perhaps 2-3%) by making 
present facilities more efficient. 


estimate that will be far exceeded But industry’s plans for 1958- 
TABLE Il 
Plans for Capital Investment 
(Millions of Dollars) 

1956 1957 1958 1957-1958 

Industry— Actual* Planned Investment % Change 
All Manufacturing ___________- $12,787 $14,542 $12 390 —15 
Petroleum and Mining_-__-__-__~ 5,974 6,640 6,793 + 2 
Railroads 6) RE th A 1,231 1,3°6 1.1°8 —13 
Other Transp’n & Communic’ns 4,229 4,963 5,060 + 2 
Flectric & Gas Utilities 7___ 4,895 5,991 5,?80 — 2 
eT ae eee 8,236 8,401 8.085 — 4 
ALL BUSINESS §--. -...---- 36,641 40,979 38,397 — 6 





*U. 8S. Department of Commerce, Securities and Exchange Commission, MeGraw- 
Hill Department of Economics, Plans for 1957-58: McGraw-Hi'l survey, April. 1957. 

+ Gas Uti'ities based on survey by American Gas Association, for 1957-60. 

¢ Large chain stores, mail orfer and dept. stores, banks and insurance companies. 


$ Petroleum refining, incided 
counted only once in the total. 


der both manufacturing and petroleum industry, 


(91) 31 


1960, as reported in our recent 
survey, do not call for as much 
emphasis on completely new facil- 
ities as in recent years. 


In 1957, we are told, about 52c 
of every investment dollar is go- 
ing into new expansion projects. 
But in 1958-1960, present plans 
call for only 47c of the investment 
dollar to go into expansion (as an 
average for all manufacturing). 
Most of the investment in fhese 
future years is intended for mod- 
ernization, replacement and the 
introduction of new products. 
With adequate capacity in place, 
industry will be able to devote 
more funds to upgrading its prod- 
ucts and processes. 


Protection for the Economy 

It is equality important to note 
that a substantial reserve of man- 
ufacturing capacity provides our 
economy with protection against 
shortages and inflation—far better 
protection than we have had at 
any time since World War II. 
There is no longer any reason for 
“searce buying” of consumer 
goods, and very little reason to 
anticipate shortages of industrial 
materials or equipment. Moreover, 
the new, efficient capacity that 
has been added recently will per- 
mit manufacturers to meet addi- 
tional demand for goods, in most 
cases, without resort to overtime, 
extra shifts or other high-cost ex- 
pedients. We are moving from a 
bottleneck economy, with an em- 
phasis on expansion, to a more 
relaxed economy in which the em- 
phasis will be on new products 
and better processes as the reasons 
for investment. 


In this type of economy, invest- 
ment will continue to provide 
stimulus for general economic 
growth. But its greater contribu- 
tion will be to lav the basis for 
rising living standards, by provid- 
ing new and better products at 
reasonable cost. I expect this im- 
provement to proced rapidly be- 
tween now and 1960, and it may 
be even more rapid if substantial 
investment funds are released by a 
reduction in government spending. 


Widow of Former Senior 
Partner of F. S. Smithers 
& Co., Dies 

Mrs. Mabel Brinkley Smithers 
died at Locust Valley after a pro- 
longed illness. She was 77. Mrs. 
Smithers was the widow of Chris- 
topher D. Smithers, formerly sen- 
ior partner of F. S. Smithers & 
Co., member of the N. Y. Stock 
Exchange. 

Born in Iuka Springs, Miss., Mrs. 
Smithers spent her childhood and 
younger days in Memphis, Tenn., 
and was educated in St. Mary’s 
School, Memphis. 


She married Mr. 
New York in 1903. 


Joins Shields & Co. 


(Special to THE FINANCIAL CHRONICLE) 


FRESNO, Calif. — Vernon W. 
Whipple has become associated 
with Shields & Co., 145 West Gar- 
land Avenue. Mr. Whipple was 
formerly with Francis I. du Pont 
& Co. and E. F. Hutton & Co. 


Smithers of 


Two With Dempsey-Tegeler 
(Special to THe FINANCIAL CHRONICLE) 
LOS ANGELES, Calif.—Urban 
J. Didier and Gordon Meyer have 
become affiliated with Dempsey- 
Tegeler & Co., 210 West Seventh 
Street. 


Greene & Ladd Add 


(Special to THe FINANCIAL CHRONICLE) 
DAYTON, Ohio — Robert P. 
Massie is with Greene & Ladd, 
Third National Building, members 
of the New York Stock Exchange. 


With Remmele Johannes 


(Specia) to THe FINANCIAL CHRONICLE) 
GRANVILLE, Ohio — Tom J. 
Bowser is with Remmele-Johan- 

nes & Co., 118 East Broadway. 
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Undercapitalization of Banks 
In a Free Enterprise Economy 


the historical pattern. Further- 
gore, there are definite prospects 
€or strengthening the earning pic- 
ture by obtaining an adequate re- 
turn from the performance of 
@any new types of services. 
Moreover, the prospects for mech- 
@nization in the internal opera- 
tions of banks promise substan- 
tial economies that should affect 
the net earnings picture. So it 
geems to me a careful study of 
the basic data regarding the oper- 
ations of banks refutes the as- 
geumption of poor earning power. 
Actually, banks are turning in a 
good performance and they have 
reasonably satisfactory prospects. 


Favors Larger Dividends 

As regards dividends, it seems 
to me that both the financial com- 
munity and the bank supervisory 
authorities should make a con- 
structive change in policy. In view 
of the stability in the earning 
power of banks, I believe that a 
euch higher percent of net earn- 
ings could be paid out in the form 
of dividends. This would attract 
investors immediately to shares 
because the return would be com- 


petitive with alternative invest- 
ment opportunities. Bank man- 
agements should be willing to 


disburse substantial portions of 
net earnings in the form of divi- 
dends. What better way can be 
found to make shares attractive 
than to pay investors a reason- 
able return’ 

Finally, bankers should make 
an effort to tell prospective in- 
vestors about the merits of banks 
shares. For example, how often 
cdo you observe a banker or a se- 
curities analyst calling attention 
to the fact that investments in 


————— 


Continued from page 10 


plish this objective. 


bank equities are sheltered be- 
cause income is derived from a 
most conservative selection of 
assets, namely, high quality secu- 
rities and loans, and that since the 
shareholders are residual claim- 
ants, they can expect to obtain 
some benefits from their leverage 
position in the balance sheet? 

At this time I believe that we 
need a fresh view of the bank 
capital situation. I think bankers 
will agree that a widespread dif- 
fusion of bank ownership is not 
only desirable but absolutely es- 
sential for the maintenance of our 
system of independently owned 
banks, This system has proved its 
worth so many times that it is 
needless for me to make a defense 
of it. As a matter of fact, an ex- 
tension of public participation in 
bank shares would go a long way 
to solve many of the problems 
that are harassing the banking 
community today. 

So, I am calling upon everyone 
with the best interests of banking 
at heart to join in an effort to 
strengthen capital structures by a 
means that, in my judgment, is 
best calculated to serve each in- 
dividual community, namely, 
through the sale of shares on a 
basis that will attract both new 
money and new owners to these 
enterprises. To accomplish this 
objective, we would be well ad- 
vised to enlist the economic in- 
terests of investors and the public. 
Investors will buy bank shares if 
they are made attractive vehicles 
for the commitment of funds and 
brought to the attention of pros- 
pects. The cooperation of both 
bankers and bank supervisory au- 
thorities will be needed to accom- 





We Mu t Seek the Savings Dollar 


To Serve the 


the Kansas Bankers Association 
undertook to survey the situation 
in their state and they, too, re- 
ported that savings deposits were 
profitable. I think it is of par- 
ticular interest to note that it was 
the sma!l Kansas banks which dis- 
covered in savings deposits a pre- 
vievslvy unrecognized earning po- 


tential. Since the publication ot 
that report many of the Kansas 
banks have moved enthusiasti- 
cally into the savings field and 
their success is reported by the 
following two figures. In 1950 
private time deposits held by 
commercial banks in Kansas 
amounted to approximately 13°. 


of total deposits. By 1955 the per- 
centage had risen by one-half. 

Perhaps I should give two more 
figures. In the five years from 
1950 to 1955, commercial banks’ 
holdings of private time deposits 
in Kansas rose 84%, which in the 
mation at large the increase was 
approximately 33%, or less than 
one-half of the Kansas rate. 

There are other studies to 
whiciu i c. id rerer y u. J .ere is 
the 1951 ABA country-wide sur- 
vey of over 2,000 smaller banks. 
In this case none had resources in 
excess of $74. million. For the 
purpose of that study these banks 
were classified into 18 groups, and 
©€acn £-cup stiuoweu a net protit on 
its savings deposits. The profits 
ganged from 0.8% to 1.5% and 
averaged a little one 1%. 

In 1955 the ABA made a some- 
wreat ci—i’a~ ~udy for a groun of 
Missouri banks, and here again 
the net profit rate proved to be 
about the same. 

Taking the results 


of these 


Nation's Growth 


studies and adding them to my 
own knowledge of the profitabil- 
ity of the savings deposit business 
at the Bank of America, do you 
wonder why I disagree so {flatly 
with the view that savings de- 
posits are not attractive to com- 
mercial banks? 

But lest I leave a false impres- 
sion, I hasten to say that the 
simple act of a commercial bank 
embracing the savings business 
will not automatically add to the 
bank's net return. Prudent man- 
agement of the additional funds is 
always a prime prerequisite. 


Invites Non-Bank Competition 

There is another factor to be 
considered under the general 
heading of profitability. The 
added savings deposit business 
often requires little expansion in 
personnel for a fully staffed com- 
mercial bank. There are indeed 
many common overhead elements 
which are not duplicated — bank 
presidents included. 

On the other hand, in those in- 
stances where the commercial 
bank does not adequately serve 
this portion of the banking public, 
it is tacitly inviting specialized 
organizations to come into being. 
These specialized operations must, 
of course, create their own over- 
head structure’ which, you 
know, does not come inexpen- 
sively. But who finally pays for 
this duplication? The customer 
does, of course, and thus the cost 
of banking to the public is in- 
creased. 

My final comment concerning 
profitability is simply to echo 
what so many have mentioned to 


as 


me, the general rise in operating 
costs. In light of the fact that we 
see no basis to forecast a decrease 
in operating cost in the near fu- 
ture, it would appear that any 
source of additional revenue 
which is in excess of its direct cost 
ought to be a welcome addition to 
our activity. In calculating the 
profitability of new or additional 
services, there is little point in 
adding that portion of the per- 
manent overhead expense which 
continues irrespective of the ex- 
pansion of services. 

We should focus only upon 
tual cost in relation to the 
crease in revenue. If such new ac- 
tivities more than cover their ac- 
tual cost, they are profitable to 
the over-all banking operation. To 
the extent that these additional 
services can absorb a portion of 
the existing overhead expendi- 
ture, they should indeed be wel- 
come. 

I mentioned earlier that 
restriction of commercial 
services invites the creation 
specialized institutions. 


ac-~ 
in- 


the 
bank 
of 


Creates Competitive Inequalitics 
My fifth and final point is that 
competitive inequalities have 
arisen by virtue of the growth of 
specialized financial institutions. 
As an example, I refer to certain 
non-banking financial institutions 
that are permitted to develop tax 
free reserves which serve in licu 
of capital accounts. But capital 
accounts of stock companies, in- 
cluding commercial banks, must 
be developed afier taxes. This 
makes quite a difference. 
Somehow, I cannot help ques- 
tion the wisdom of commercial 
bankers who set the stage for the 
development of these specialized 
institutions by default, through 
their unwillingness to assume 
their full responsibilities. This is 
particularly so when it is known 
in advance that the competitors 
will operate under a more favor- 
able set of rules than does the 
commercial bank itself. 


Don’t misunderstand me. I am 
not opposed to competition. My 
colleagues and I find that 


the competitive banking environ- 
ment in California helps to keen 
zll of us Gn our toes, and I believe 
Californians, in general, have 
gained from this competitive situ- 
ation. 


What does concern me is the 
inequality of the rules’ which 
govern competitors in the same 


field, especially when factors such 
as tax laws, regulations, operating 
procedures and the like are less 


favorable to commercial banks 
than to the specialized institu- 
tions. Again let me ask: Under 
these circumstances, does it not 


seem absurd for commercial banks 
to contribute, by neglect, to the 
conditions under which these in- 
stitutions may thrive? 


Favors Competitive Equalized 
Ground Rules 

Lest my position be misinter- 
preted, I am constrained to restate 
part of what I have already said. 
I am not urging that the commer- 
cial bankers attempt to eliminate 
the specialized type of financial 
institutions. I am convinced that 
mutual savings banks and savings 
and loan associations, as well as 
other types of non-bank financial 
intermediaries, now constitute an 
integral part of the American fi- 
nancial structure. In fact. there 
are mary areas in which all types 
of financial institutions must co- 
operate for the benefit of our 
country. I am urging only that the 
competitive ground-rules be 
equalized for everyone in the 
same area of operation. 

It is clear that the initiative for 
a rearrangement of the rules and 
conditions governing comovetitors 
in the financial field rests 
primarily with the bankers them- 
selves and, in particular. with 
those who operate the commercial 
banks in the smaller communities, 
It is those banks, as you know so 
well, which suffer most from the 
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inequality of competitive oppor- 
tunity. 


Cites Comptreller Gidney 


This need for us to take a 
greater interest in banking legis- 
lation was emphasized recently by 
the Comptroller of the Currency, 
Ray Gidney. Speaking at a 
bankers meeting in New Mexico, 
Mr. Gidney pointed out that there 
was a need for adapting our laws 
to the needs of the present day to 
provide as high a degree of flexi- 
bility as is consistent with safe 
and sound banking operations. 

I would like to read briefly 
from Mr. Gidney’s talk as it ap- 
peared in the American Banker. 
Mr. Gidney said, and I quote: 


“Too long have we worked 
under provisions enacted many 
years ago which have been 
adapted only partially to changing 
conditions. A good banker of 50 
years ago was guided by the sarme 
principles as a good banker today. 
But how different is the scope of 
the activities of the banker of 
today and his greatly enlarged 
banking institutions.” 

These are Mr. Gidney’s words. 
I think we all agree with them. 

It therefore behooves the com- 
mercial bankers, to speak ot 
clearly and forcibly to the Ameri- 
can people, to our friends, our 
neighbors, our customers, as well 
as to our state and national legis- 
lators. I believe that group repre- 
sentatives, as the Washington 
3ankers Association, should make 
its stand clearly known. But such 
action to be meaningful and 
fruitful must be reinforced by 
personal deeds and words. A re- 
arrangement of rules and condi- 
tions would be fully in keeping 
with the American philosophy and 
the American people would gain 
thereby. 

Let me summarize my observa- 
tions. 

Sums Up 

It is amazing that we had to 
learn, but we did, and some banks 
haven’t learned yet, that savings 
deposits are good things for banks 
to have, and that they should be 


welcomed and sought, not just 
tolerated. 
There are some banks that 


haven’t learned yet what savings 
banking and the attendant loan 
services can do for the whole 
character of a bank. The direct 
profit potentials are only part of 
the story. The real heart of the 
story is that savings banking 
touches closest to the human ele- 
ments of banking. It hits people 
where they live. both literally aad 
figuratively. On both the deposit 
and the loan side of the operation, 
it ties people closer to the bank 
and over a longer time than any 
other thing a bank does. 

The providing of such services 
by commercial bankers can have 
several happy consequences: 

First. in the broad development 
of the local economy served py 
the commercial bank; 

Second, in the more effective 


with Dempsey-Tegeler & Co. 


... Thursday, July 4, 1957 


implementation of our nation’s 
monetary policy; 


Third, in the growth of banking 
business by expanding the de- 
velopment of customer services, as 
well as encouraging the expansion : 
of customers to serve; 

Fourth, in increasing the poten- 
tial profitability of commercial 
banks; 

Fifth and last, in not encourag- 
ing, by our neglect, competition 
which operates under special and 
more favorable rules. 

I trust that these few points 
prove to be convincing. 

I know we would all agree that 
commercial banks hold a unique 
position within the American sys- 
tem. The position of trust which 
commercial banks occupy in this 
country is not duplicated any- 
where else in the world. The faith 
and trust placed in us by the com- 
munity we serve, as well as by 
our state and national govern- 
ments, transcends that of any 
other type of business in our econ- 
omy. The acceptance of this posi- 
tion of trust carries with it the 
solemn obligation to perform most 
efficiently and effectively within 
the broad field assigned to us. To 
do anything less is to acknowledge 
that the job is too big. I cannot 
believe this to be true. 

If bankers believe, as I do, that 
our Obligation is to provide full 
banking services to the best of our 
ability, then I maintain that the 
aggressive development of time 
and savings deposits by commer- 
cial banks throughout the nation 
is deserving of our special atten- 
tion. Bankers should move indi- 
vidually and jointly toward 
strengthening this portion of our 
total operations. 

It is a monumental task and we 
need the combined efforts of all 
commercial bankers in order to 
achieve our goal. Let us all, large 
and small, city and _ country, 
jointly decide to move in this 
direction. Let us aggressively seek 
this form of business. Let us pay 
realistic rewards to our customers. 
Let us continue to broaden and 
improve our services to the pub- 
lic. Let us work energetically for 
competitive equality of all finan- 
cial institutions. 

And only by ovr accomplish- 
ment of the&Se objectives can we 
prove that the job which the com- 
mercial bankers of America have 
undertaken can be fully and ade- 
quately performed and in the 
process be assured that American 
people will be better served. 


With Evans MacCormack 
(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, Calif.—DeLos 
H. Smith has become connected 
with Evans, MacCormack & Co., 
453 South Spring Street, members 
of the Pacific Coast Stock Ex- 
change. Mr. Smith was formerly 


— 


Neither Acceptable! 


“I say that if the leadership of the Democratic 
party wants to decide the election of 1958 on the 
issue of which party will do the better job in pro- 
viding economy in government, 


we will give them the shel- 


lacking of their lives. 


“It is time to fire some of 
our ammunition at the record 
of our opposition on the econ- 
issue instead of at the 
Republican Administration.” 
Richard 


omy 


—Vice-President, 
Nixon. 


The trouble is that neither 
the Democratic nor the Repub- 
lican party can be counted on 


M. 





Richard M. Nixon 


to do an acceptable job “in providing economy in 


government.” 
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The Most Serious Situation 
Confronting This Country 


value again. To my way of think- 
ing this second inflation may be 
as dangerous or more dangerous 
than the first because the justifi- 
cation or the conditions that 
brought about the first inflation 
was, first, very heavy deficit 
spending and the war—the two 
wars, rather—and that’s not a con- 
dition that exists today. 

I think inflation, unless it be- 
comes uncontrolled, or if it results 
in a substantial further loss of the 
dollar, would be as dangerous to 
our economic life as an H-bomb 
would be to our physical life, and 
I am generally alarmed. 

As some perhaps know, I am 
Chairman of the Senate Finance 
Commiitee and that committee at 
this time is conducting an inves- 
tigation in the monetary system in 
all its phases. It’s a very broad 
investigation, it will take a lot of 
time, it will investigate the pub- 
lic debt, private debts, the rates 
of interest and all matters that 
relate to our financial and mone- 
tary condition with special em- 
phasis on the question of this new 
inflation. 

From April of 1956 to April of 
1957 there was a two-cent loss in 


the value of the dollar wiich is 
4% of the 50-cent dollar. And 
that gives us a valucd dollar as 


of April of 49.8 which is less than 
one-half its value and the dollar 
is still going down. 


Sees Noihing Stopping Current 
Inflation 

cost of living is steadily 
rising, it has gone up five index 
points in the last year, approxi- 
mately 5%, and there are no con- 
ditions that I can see that would 
indicate that this inflation which 
has now started will be stopped. 
This matter was discussed at a 
very lengthy examination of Sec- 
retary Humphrey, for whom I 
have great respect and admira- 
tion. There are certain factors in 
inflation that all of us recognize. 
One if the increase in wages above 
the productivity of ty and 
that, of course, has occurred, it is 
occurring, because there are auto- 
matic increases in wages now 
which are given on a basis of the 
cost of living but not on a basis 
of the productivity of those par- 
ticular wage earners. And that, of 
course, is inflation. 

We have another factor now, that 
of the enormous increase in inter- 
est rates which has just begun. 
As is known, the last offering by 
the Treasury of $4 billion of bonds 
was not taken by the public in 
the fashion that has been cus- 
tomary and it was regarded as not 
a success. 

Now, those bonds were issued 
on a basis of three and five-eighths 
which is the largest interest rate 
that has been paid since 1923, but 
that interest rate was not suffi- 
cient to sell those bonds to the 
extent of those that then become 
due. 

There are very large quantities 
of bonds in amounts that become 
due in August and through the 
fall amounting to 32-odd billions 


The 


of dollars. Now, the interest we 
are now paying on the Federal 
debt is $7 billion and that’s 10% 
of the total tax revenue of this 
country and Mr. Humphrey, in 
answer to my question, said that 
should we be compelled to pay 
353%, which is the offering that 
was made, but was not fully sub- 


scribed to, that then our interest 
charge would be $10 billion. So 
we have a potential increase in 
the cost of government of some- 
thing like $3 billion assuming that 
the interest rate of 354% will not 
be exceeded and no one knows 
what will happen about that until 
the offering is made next August 


to ascertain at what rates these 
new bonds will have to be sold. 


Rise in Total Public Debt 

Now, we undoubtedly have what 
may be regarded as a great sur- 
face prosperity. You can take the 
statistics, as Mr. Humphrey did, 
and show that this country is en- 
joying the greatest prosperity that 
it has ever known. No doubt about 
that. But in my judgment, it’s not 
sound or solid prosperity. One 
thing is that when I came to the 
Senate 25 years ago we owed then 
£16 billion in Federal debt. Now 
we owe $275 billion. In addition 
to that we have contingent liabili- 
ties of things that our Government 
has guaranteed such as the hous- 
ing loans and so forth and so on, 
to an extent of $250 billion more. 
Now, I do not contend that all of 
that $250 billion is likely to be- 
come an actual liabilitiy which 
would have to be paid out of the 
Treasury. And I asked Mr. Hum- 


phrey to give me an _ itemized 
statement of all the contingent 


liabilities that we have and give 
his judgment as to which of these 
contingent liabilities would likely 
be an actual liability in the years 
to come. 

Now, in addition to the Federal 
debt we have a debt of the cities 
end conties and states of $50 bil- 
lion. That has doubled in four 
vears. In addition to that we have 
a debt of corporations and indi- 
viduals of five hundred and more 
billion. Thus we have a total of 
some $800 billion in public and 
private debt. 

The actual facts are that a total 
of all debts in the past four years 
has increased from $600 billion to 
$800 billion, an increase of one- 
third in that period of four years. 
And that combined with the in- 
flationary influences indicates to 
me that we are not on as solid a 
basis of prosperity as these statis- 
tics would give the impression 
that we are. 

I have thought that this inves- 
tigation that we are now conduct- 
ing in the Senate Finance Com- 
mittee is justified by the fact that 
there has not been a complete 
investigation of our monetary sys- 


tem since the Aldrich investiga- 
tion in 1908. I do not assert that 
the Finance Committee will be 


zble to undertake as comprechen- 
sive an investigation as was done 
by the Aldrich Commission, be- 
cause that took four years. But I 
do say that on the Finance Com- 


mittee there are very able Sen- 
ators. We have eight Democrats 


and seven Republicans and they 
are very deeply interested in this 
question to find out the causes of 
these conditions that confront us. 
Why it is that we have this infla- 
tion? Why it is we have this 
enormous debt? Why it is neces- 
sary for the Federal Government 
to spend as much as we are now 
spending, $73.6 billion, if you in- 


clude the road = appropriation 
which was put in a trust fund, 
but for comparative purposes 


should be included in the budget. 
Another thing that’s very dis- 
turbing to our committee is, and 
this was confirmed by Mr. Hum- 
phrey, what would happen if we 
would have a siight recession, And 
when I mean a slight recession, 
go back to the prosperity of 1955, 
that’s just two years ago, and we 
at that time thought we had a 
very great prosperity then. 

If we would go back to the na- 
tional income of 1955, we would 
have a deficit then of $12 billion 
because of the fact that our tax 
system is keyed so largely to the 
income tax that any recession of 
business of any kind would occa- 
sion that loss. And I submit that 


any nation is in a precarious po- 
sition when even a slight reces- 
sion, such as going back to 1955, 
would bring about this enormous 
Federal deficit assuming, of course, 
that we pass the appropriations as 
requested by the President. So 
that’s a very serious condition. 


“We Have No Reserves” 


In other words, I am not being 
pessimistic, I have no desire to 
be or no desire to be an alarmist, 
but as I see it from a financial 
standpoint we have no reserves 
of any consequence. We can’t tax 
any more. We are taxing the peo- 
ple to the very limit. And I say 
that as one who is Chairman of 
the Senate Finance Committee. 

I wouldn’t know how we could 
raise any substantial amount of 
money without going into dimin- 


ishing returns. We have Korean 
far taxes which we still have. 


And in the second instance, we've 
borrowed all that we can borrow 
legally. I am one of those who 
intends to Oppose any increase in 
the debt limitation. That debt 
limitation is now $278 billion, $3 
billion of which expires on July 
1, and | am going to oppose, with 
such influence as I have, any in- 
crease in the debt limit, because 
$275 


billion is enough and too 
much for this country to owe. 
In fact, I have about reached 


the conclusion the only way we 
are going to stop this spending is 
to make it so that the Government 
can’t get the money to spend by 
not letting them borrow’ the 
money. So now if we can’t borrow 
any more and if we can't tax any 
more, if a recession comes, what’s 
going to be our situation? Tm 
not speaking of a war. God knows 
what would happen to us if we 
ever had to finance another war. 
I don’t see how we possibly could 
preserve our system of govern- 
ment if we did. I mean just a 
simple ordinary recession such as 
going back two years. And that 
was regarded, as I said, two years 
ago as a time of great prosperity. 
And this figure of $12 billion was 
first given to me by. Mr. Colin F. 
Stam, in whom I have the greatest 
confidence. He is the Chief of 
Staff of the Joint Committee on 
Internal Revenue Taxation, and I 
have been associated with him 
ior many years. I asked Mr. Hum- 
phrey, on the witness stand, 
whether that figure was correct 
or not. And aiter consulting with 
his experts he said it was. And 
if we went back to the national 
income of just two years ago you 
would have a deficit of $12 billion. 


Explains Opposition to Budget 

Now, the reason I have been so 
critical of the President’s budget 
|it has not been anything per- 
sonal, of course, because I have 
a great admiration for the Presi- 
dent, and it’s well known that I 
did not support the National Dem- 
ocratic ticket in either 1952 or 
1956, so I have no political rea- 
sons for doing it] is because it is 


the highest peacetime budget in 
our history. It opened up new 
avenues of spending which if 


once started would not be stopped. 
I state this with all the candor 
and frankness of which I am ca- 
pable. Pass this budget as it now 
is and it will be the lowest budget 
within the life of us now sitting 
in this room. 

Take, for example, the question 
of building the public schools. The 
President wants to do that. Well, 
there nothing could be more 
costly to the Federal Government 
that to build schools for counties 
and the localities. That’s opening 
up a Pandora box, the extent of 
which can’t even be visualized nor 
contemplated. What would hap- 
pen? Go into a county. The Fed- 
eral Government would put up a 
luxurious school. They don't do 
enything in any other way, you 
know. It would have the finest of 
everything in it. 

And then some other country 
will say, “All right, Uncle Sam 


1S 


has given this county a_ public 
school builcing, why shouldn’t they 
give us a public scnool building?” 
And that’s the way those things 
go. So on all down the line. 

Now, Mr. Eisenhower said. that 
it would be limited to four yeais. 
Now. with all respect to the 
President and with all deference, 
Il Just say tat that simpiy will 
not be the case and I challenge 
anybody, including the President, 
to name one single one of these 
grants to the States that has ever 
been. stopped, not one single one. 
When I came to the Senate we 
had one grant to the States: that 
was roads and we spent 9250 mil- 
lion on it. Now we have 52 grants 
to the States and Mr. Eisenhower 
is asking for 13 grants more in- 
cluding the schools, and this year 
we will spend $5.4 billion on 
those _ particular expenditures 
when 25 years ago we spent $250 
million. Those things simply don’t 
stop. Anyone who has been a 
Governor of a State, as I have 
knows that when these grants are 
made by the Federal Government 
they are incorporated into the 
budgets of the States and it is 
practically impossible to get them 
stopped. 

So this thing—this talk about 
doing it for a short time is against 
all experience. After all, the best 
way to judge the future often is 
what’s happened in the past. None 
of them have been stopped and 
Mr. Eisenhower not only wants to 
give the money to schools but he 
has 12 others in addition to that; 
12 other grants from the Federal 
Government to the States. 


Finds Federal Grants Are Costly 

Now, what happens about these 
Federal grants? People back home 
have a foolish idea that they are 
getting something for nothing. To 
the contrary, the money comes 
down here to Washington. We 
have no money here in Washing- 
ton, everybody knows that. Some 
people seem to think we have a 
great treasury under the Capitol 
dome. We could spend this and 
spend that—a lot of gold and silver, 
spread it around, All the money 
we have comes from taxation, a€ 
comes from you back home and 
then the money comes to Wash- 
ington and the departments and 
the different people in wasteful 
processes down here take a good 
part of it and then they send your 
owl money back to you and tell 
you how to spend it. That’s what 
these Federal grants are to the 
States. 

It’s no saving to anybody. It’s 
en actual increased cost to the 
people because it’s the people in 
the counties and the cities and 
the states that pay the taxes. It’s 
not the people in Washington—l 
mean, it comes all in the form of 
taxation which is taken out of the 
general revenue. And I think Fed- 
eral grants have another great ob- 
jection and that is the concentra- 
tion of power here in Washington. 

Our Government is getting big- 
ger and bigger all the time. It’s 
getting so big that it’s unwieldy. 
It’s getting practically impossible 
for those in Congress and the Sen- 
ate even when we are chairmen 
of important committees to try to 
understand what’s going on in all 
these different ramifications. We 
will take the Finance Committee, 
just one committee that I happen 
to be chairman of. This committee 
has raised all the taxes. We have 
to levy taxes to the extent that 
brings in seventy-odd billion dol- 
lars a year. This commitiee 
charge of all the tariffs and cus- 
toms and it has charge of all the 
social security and then it has 
charge of all the veterans’ matters. 
That's enough work in itself for 
probably at least two committees. 
And the concentration of all these 


} ) 
bldaS 


matters in Washington simply 
makes it more difficult to get 


economy or efficiency of manage- 
ment and more difficult to under- 
stand these things and how to 
correct them. 
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Now. the only hope that I can 
see is, is to do what we are doing 
now. And for the people back 
home who understand as best they 
can. I don't expect all to under- 
stand all of it. I don’t understand 
all of it and I have been here for 
25 years. A great deal goes on in 
Government that I don’t under- 
stand. But at least I understand 
the fundamentals of it, namely, 
that wnat you spend you must pay. 
Other ponderables are: a great 
and overwhelming debt such as 
we have, which takes 10% of the 
total tax revenue, is not a geod 
thing; it’s a bad thing; namely, 
this inflation may have the mast 
disastrous results; namely, this 
$110 billion which we are collect- 
ing in taxes, just think of that. 
The Federal, State and local gov- 
ernments are now taking from the 
people $110 billion in cash every 
year. And that’s one-third of the 
total gross income of this country. 
And I submit that this great free 
enterprise system of ours, which, 
after all is said and done, is the 
very basis of our democracy, is 
placed in jeopardy. 


Sees Threat to Our System 

If we lose the free enterprise 
system we lose our democratie 
form of government because the 
free enterprise system is the sys= 
tem that furnishes the money to 
operate our Government. And 
whenever the time comes that the 
Government supports the people 
and not the people the Govern- 
ment then we have destroyed the 


form of government we have. 
We'll go to Russia; we'll go te 
some dictatorship because power 
always follows the purse, as we 
well know. And the free enter- 
prise system has to have an incen=- 
tive of profit. You and I and 


other businessmen are not going 
to invest money in something un- 
less we think we are going to 
make a profit out of it. Thai’s the 
way we built this country up. 
And if the taxes take too much 
of it then we say, what’s the use. 
We just keep the money, bank it. 
We'll put it in some investment 
which is not promoting the devel- 
opment of the country. We can’t 
go forward as a dynamic country 
and we can’t stay still, that’s one 
thing certain. Every country like 
this has got to either go forward 
or go backward. We can’t go for-=- 
ward unless we have a tax system 
which gives to the average inves=- 
tor a reasonable opportunity to 
make a profit. I am not speaking 
of the interest rates; I am speak- 
ing of this incentive of invest- 
ments, these things that you take 
stock in a company and you do 
that and build up a company im 
the hope that in five or ten years 
from then, from that time, of get- 
ting a profit. 

Now, I made a statement a little 
while ago that we could reduce 
our budget back to the level of 
1955; that’s only two years aga 
Mr. Eisenhower, however, has in- 
creased this budget, including the 
roads. Do not overlook that roads 
are not shown in the totals. But I 
contend, since roads have beem 
put in the trust fund and they 
were not in the trust fund las® 
year, that for the purpose of com= 
parison it’s proper to include the 
road funds on this new road sys= 
tem. They increase Mr. Eisen- 
hower’s budget above 1955 by $8 
billion. 


Proposes Tax Relief 

Now, we could take that $8 bil- 
lion and first, pay something om 
the public debt, which should be 
done in any program of tax reduc- 
tion. Then we would give a hun- 
dred dollars increase in the ex- 
emptions and, it’s imperative, In 
my judgment, to give some relief 
to the middle bracket taxpayers; 
the taxpayers of eight and nime 
and ten and fifteen thousand del- 
lar incomes. They are being se= 
verely punished now because the 
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The Most Serious Situation 
Confronting This Country 


brackets are so close together. 
And then we could reduce the 
91% total maximum tax down to, 
say, 65% or 63%, somewhere 
along there. That would only lose 
$200 million. 

Then, I think, the tax rate on 
corporations should be reduced, if 
possible, back to the level of the 
Korean War, which was 47%. If 
not back to that, then certainly 
back to 50% and then, I think, 
there ought to be reductions in 
some of these terrifically high ex- 
cise taxes and there should be 
something done for small business. 


All of that could be done if we 
could bring the budget back to 
just two years ago. And I have 
inquired and I have asked all the 
Government officials why is it? 
What has happened in the past 
two years to justify a budget $8 
billion—an expenditure budget $8 
billion more than it was two years 
ago? But I’ve never been able to 
get a satisfactory answer to that. 


Of that $8 billion only $2 billion 
of it is in military and $6 billion 
is in what we call the domestic 
civilian, which has gone up more, 
more than strictly the military. 


Praises First Real Economy Drive 


Now, this Congress has done 
a great job and this is the first 
time that I have known the people 
to become aroused in regard to 
public spending. It’s been due to 
such organizations as the National 
Citizens Committee to Curb Infla- 
tion. They have carried the mes- 
sage back home and the people 
themselves have reached the con- 
clusion in their own minds that 
tuings are not as good as they 
look on the surface, that there’s 
danger ahead. And the greatest 
safeguard that we have in our 
democracy is the capacity of the 
average American to see that we 
mustn’t go too far because we 
might go over a precipice. 

I have never known such a 
demand on the part of the people 
back home to reduce this public 
spending as has occurred this 
year. I’ve gotten thousands and 
thousands of letters, as have all 
the other Congressmen and Sen- 
ators. And the letter writers have 
left out this thing that they have 
been talking about in the past, 
“I am for economy, but”—as so 
many of them did write in the 
past. A good friend up in the 
Shenandoah Valley, a good old 
friend of mine, said, “Harry, I 
want to congratulate you on this 
fine work you do for economy, but 
don’t forget that we have to get 
this sewage system up here.” 
They’re not talking along those 
lines, they want it cut. 

I know the Chamber of Com- 
merce right back in January, I 
believe, had an emergency meet- 
ing of 500 of the leading business- 
ment of the country. I had the 
privilege of speaking to them, for 
the ‘sole purpose of trying to or- 
Zanize to get Congress to cut the 
budget. Well, the results of their 
efforts up to date have been that 
for the first time in my recollec- 
tion, the Senate has sustained the 
House cuts. Congressman Cannon 
and his committee has done mag- 
nificent work in the House. And 
we have sustained, for the first 
time, these cuts. In fact, on one 
or two bills the Senate went even 
below the House in the cuts. 

Now, those cuts up to date, if 
we include the defense cut, which 
at this time hasn’t been acted upon 
by the Senate, amount to about 
$4 billion, but only about one-half 
of that is what they call an ex- 
penditure cut. We have a very 


complicated situation up here 
whereby there are about $70 bil- 
lion of unexpended balances. 


Whenever the appropriation bill 
is cut, it doesn’t mean, necessarily, 
that expenditures for that next 
year will be cut. The Senate 
hasn’t acted on the defense cut— 
they may not cut as much as the 
House in that case. And we 
haven’t acted on the foreign aid, 
and several other bills, but we 
think about half of the cuts will 
be actually reflected in the ex- 
penditures. 


Claims Presidential Cooperation 
Lacking 

But the whole thing has been 
tremendously worthwhile, because 
this is a fight that has jsut begun. 
We have been on an improvident, 
wasteful, extravagant basis for 25 
years. We have been adding to 
the debt for 25 years. We have 
been wasting money for 25 years. 
We can’t expect to correct that in 
a short time, and I regret to say 
that had we the cooperation of 
the President, which we have not 
had (he suggested a few cuts but 
very minor ones) Congress could 
have done a much better job than 
it has done. But it’s most difficult 
to make cuts when the President 
says that this and that if it’s done 
will be very harmful and be in- 
jurious to peace and so forth and 
so on. 

I am on the Armed Services 
Committee, 1 am the ranking man 
on it, I wouldn’t cast a single vote 
that would injure the defense of 
this country. I wouldn't cast a 
single vote that would put us in 
the slightest peril, and I don't 
trust Russia at all. I have no 
trust of Russia whatever. We have 
got to have a preeminent defense. 
We have to have the greatest 
Navy in all the world. We have to 
have the greatest Air force. We 
have to have the atomic bomb. 
But when anyone tells me that 
you can’t save money in the na- 
tional defense, I just know that 
isn’t correct. You can save sub- 
stantial sums of money in the 
national defense. We are spending 
$40 billion a year and my pro- 
posal was to have $1.5 billion. 
Well, $1.5 billion is only 4%. 
There isn’t a single agency of this 
Government that you couldn’t cut 
4 and 5 and even 10% off and 
still have just as effective results 
as if those cuts hadn’t been made. 


Keep Up the Fight 

This is my message. Keep up 
the fight. It has to be kept up if 
we are going to save this country, 
because this country can’t stand 
another 25 years of what we have 
gone through in the past 25 years. 
It can’t stand ten years. If we 
would lose two cents of the dollar 
in the next ten years, as we did 
in the past year, the dollar then 
would be worth only 25 cents of 
what it was in 1940. And then we 
would be getting into a situation 
where many of these foreign coun- 
tries have destroyed themselves. 
There is nothing more destructive 


than an inflation that destroys 
one’s Own currency. 
And let us always remember 


this: That whenever the American 
dollar goes down the world goes 
down. The only thing that saves 
Communism from sweeping over 
the world is the strength of Amer- 
ica, the strength at home, our fi- 
nancial strength, our mass pro- 
duction capacity. Eliminate and 
weaken those things and the 
whole world will go down to 
Communism, and the best thing 
we can do is to the 
strength of America. 

Do what’s necessary of those 
things we have to do. But do them 
in an economical and reasonable 
way. Don’t throw 


preserve 


money away 


with a shovel and waste it. Just 
cut down, just cut things down 
Andi J’ll guarantee that we wil 
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if not 
these 


g-t just as good results, 
better results, if many of 
ppropriations are reduced. 


Answering Businessmen’s Qaeries 
On Today and Tomorrow 


would be a slide in business for 
the nation as a whole. 

So let’s turn to the thinking 
within the Administration on the 
probable course of business in the 
next year or so. It will be help- 
ful to know this, not because 
what the government thinks is any 
better or more accurate than any 
other point of view, but it can 
shed light on what the govern- 
ment may or may not do in the 
months ahead about policies that 
affect business either directly or 
indirectly. It is worth noting, 
however, that the views held by 
key men within the government 
coincide pretty much with the 
prevailing opinion of top business 
and economic sources with whom 
we talk. 

Business for the nation as a 
whole and for the year as a whole 
will be good. There seems to be 
no doubt of this. This doesn't 
mean that some lines and some 
areas won't have their troubles. 
They will. But the total business 
for the nation will be high. 

There are even some signs that 


business will be perking up 
within the next few months and 
that the level of wpusiness will 


rise moderately. Top government 
men are convinced that the main 
reason for it will be better busi- 
ness sentiment, a better mood. 
Many businessmen who earlier 
anticipated some sort of a soften- 
ing and who trimmed their future 
plans a bit are discovering that 
things haven't turned out quite 
that way. Capital spending plans, 
put aside earlier, are being dusted 
off and put into effect. This guar- 
antees that total capital spending 
for the full year will set another 


record. A real business stimu- 
lant. 
Housing starts have shown 


signs of picking up sooner than 
had been expected. It still looks 
as if housing starts for the year 
will be around a million. Most 
of those with whom we talk think 
that’s a pretty darn fine housing 
year. 

Government men _ stress the 
point that inventories seem sound. 
Generally, they are regarded as 
“low” for the present and ex- 
pected volume of business. We see 
even signs of some building up 
of inventories to keep pace with 
the rise in business. 

Perhaps the biggest plus is in 
retail sales. The best figures that 
we have seen put together show 
that they will run about 5% 
ahead of last year. Part of this is 
due to higher prices, but the other 
part is accounted for by an in- 
crease in transactions. 

Autos are the major soft spot 
that is being watched the closest 
by all business observers. And 
they talk about it plenty. But we 
know of no one who is really 
concerned about the effect of this 
on the whole economy, even 
though recognizing it isn’t good 
for the industry and the dealers. 

Invariably in any discussion 
about the business outlook the 
talk gets around to “how much 
better?” Well, you know the 
conventional sign post — Gross 
National Product, GNP. It is far 
from perfect as a guide, but then 
nearly all statistics have their 
weaknesses. So let’s take a look 
at the GNP road map for 1957: 

As is known, it was up from a 
rate of $424 billion in the fourth 
quarter of last year to a rate of 
$427 billion in the first quarter 
of this year. The predominant 
view is that the rate during the 
fourth quarter of this year will 
be a bit above $440 billion, with 


about a $10 billion rise in the 
fourth quarter. This shows that 
most observers of trends think 
that business will get something 
of a lift toward the end of the 
year. 

“Tightish Money” 

I think, from this line of think- 
ing, that the view within govern- 
ment (and even by many outside) 
is that there are more inflation- 
ary factors than there are defla- 
tionary pressures. The signifi- 
cance of this is that the money 
policy of the Federal Reserve is 
likely to continue about as _ is, 
making what adjustments are felt 
necessary by way of its open 
market operations. The net of 
this, in effect, will be a continua- 
tion of what is called “tightish 
money.” Top FRB officials are 
still convinced that whatever dan- 
vers do exist fall on the side of 
inflation. Any easing of money 
policy would simply. aggravate 
this danger, in their opinion. 

Before moving along to other 
subjects I would like to comment 
briefly on a line of thinking that 
we have seen developing among 
some top level government men. 
It is worth tucking in the back of 
your mind to think about yourself 
When planning for the future. 

These men point out that in the 
past several years we have had 
major soft spots in farm. income, 
auto sales, a gradual decline ‘in 
the housing field plus some area 
situations. Yet the total of busi- 
ness has continued high. They 
insist that in the not so distant 
past such a combination of fac- 
tors would have plunged up into 
a sharp business decline, perhaps 
even a recession. Now let me 
hasten to say these men make no 
claim that we are in a new era or 
in utopia, but they say the’ ques- 
tion should be raised and care- 
fully examined whether the é@con- 
omy of the country has become so 
diversified that it ean go through 
real adjustments in major lines 
without damaging the whole econ- 
omy. It is something worth 
keeping an eye on. 

You know Washington as the 
seat of government—and there’s 
no doubt—that is its greatest sig- 
nificance. But in our talks with 
businessmen we find a somewhat 
incredulous reaction when we 
mention Washington as now be- 
ing the seat of labor as well. In- 
formation out of Washington can 
tell you in advance what labor 
leaders are thinking about pres- 
ent problems, what policy on this- 
or-that they will be urging down 
along the line to their locals. 


New Labor Power Site 

Did you know that over 50 
unions have their main headquar- 
ters in Washington? There are 
only about 30 in New York. 
Our union contacts tell us that 
more and more unions are open- 
ing offices in the nation’s capital. 
This is reported in no sense of 
alarm, but merely to point out 
that labor stories datelined Wash- 
ington are more significant than 
ever before. 

Here’s the sort of thing I mean. 
Quietly, without fanfare, the top 
union leaders are taking steps 
to centralize in Washington much 
more control over local unions 
and their leaders. This has been 
a direct result of the Senate 
racket hearings. The ethics, mor- 
als and methods of running the 
locals are about to come under 
much closer scrutiny by the top 
labor brass. Codes are even being 
drawn up as guides. for the be- 
havior of locals. There are signs 
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that this will lead to more dicta- 
tion of bargaining, union straceg,, 
wages, strikes, etc. 

We not only have big govern- 
ment in Washington, but we have 
big labor, getting bigger, with 
more centralized control. 

There is no question—the labor 
racket hearings are pinching the 
unions, and pinching where it 
hurts. And the top union brass is 
well aware of it. Union organiz- 
ing campaigns are bogging down. 
We are told that more and more 
workers are voting non-union. 
And others are shirking payment 
of dues. You even hear of some 
workers who charge that the 
union is guilty of “unfair labor 
practices.” 

Top union leaders are worried 
over the growing support for laws 
considered to be anti-union. Such 
things as right-to-work laws to 
kill off the union shop; putting 
unions under antitrust; tighter 
rules over political spending; and 
a wide range of lesser proposals. 
They fear the tide is turning 
against the union movement. 

We think that their fear is justi- 
fied, but there certainly are no 
signs that Congress is about to 
yush Pell-Mell into any legisla- 
tion which would damage the 
unions, at least not at this session. 

Next year may be = another 
matter. But even then we fcel sure 
that Congress will not vote a 
Federal Right-to-Work Law, or 
put unions under the anti-trust 
laws. It: does seem probable that 
ufter the racket hearings are over, 
Congress will take some steps to 
make the unions more resporisibie 
to the membership and to force 
yublic disclosure ot union fi- 
nances. One other matter quietly 
being pressed behind the scenes. 
is to dig into political spending by 
the unions. But Congressmen are 
practical fellows, they tremble a 
bit about going into this matter 
for they know that too .many 
fellow members would show up as 
being supported by the unions. 
And they also worry lest the heut 
be turned on to also look inio 
cortributions by businessmen. So 
this is one’ matter that probably 
will never ‘see the light of day. 

It seems to us as if the racket 
hearings will run on for at Icast 
the rest of this year. It is bound 
t» turnish thé respectability of the 


whole labor mevement and it will 


take some years tor it to regain 
much of its lost stature. 

Now for a tew_ short-short 
stories on questions that we face 
regularly these days: 


Doubts Passage of School Aid Bill 


What about Federal aid for 
schools? Well, the President’s 
program is in plenty of trouble. 
It’s tangled up: in the integration 
issue, for. example. And there 
isn’t much support tor it from a 
lot of the states, the southern on 
the one hand and the “richer 
states” which stand to lose more 
than they gain on the other: We 


think the changes are against 
passage of the bill. Suggest that 
states and local communities 


better push forward on their own 
io get the number of added class- 
rooms they need 

Will Congress the higher 
postal rates? Looks as it the House 
will vote a bill sometime this 
ironth increasing rates on letters, 
magazines and newspapers, ad- 
But when biil 
goes to the Senate, it will be de- 
layed by hearings. Then the odds 


vote 


vertising circulars 


are that a postal pay raise amend- 
ment will be tacked on. It will be 
too late in the session to untangle 
ihe whole mess. So, rates will stay 
os-is. 

Civil Rights Legislation? 
of 
delay seems certain to be enough 


to kill this bill, too. 


The 


stall, dawdle and 


technique 


How about broadening of mini- 
mum wage? No real steam behind 


‘ 
I, 


Administration 


even from the 








Volume 186 Number 5652... The Commercial and Financial Chronicle 


which proposed it. No action this 
year. 

The same for amendments to 
the Taft-Hartley Law. 

And the same for major altera- 
tions cf the immigration laws. 

What about merger legislation— 
a’ law requiring 60 to 90 days 
notice to the government before 
date of merger? House probably 
will pass a bill at this session, but 
it looks as if the bill is trapped 
by other legislation. So, despite 
the sentiment to do something 
about it, the chances are it will 
have to wait until next year. 

And here are a few political 
quickies—answers to queries that 
show up in our mail from time 
to time: 


Nixon Is Favored 


What about Knowland = and 
i960? We are corivinced thet he 
will not have anything like 


cnough strength to be nominated. 

Will it be Nixon? In. our 
opinion yes—unless he stubs his 
toe badly. So far. whether you 
think well of him or not, he has 
stayed out ot anv political trouble. 

Will there be other cabinet 
changes soon? Well, Wilson will 
‘leave the defense job within the 
coming weeks. Don't know his 
successor. We think several other 
changes are likely before the year 
is cver—but frankly it’s too early 
to say just who. 

One question that more im- 
portant than all the rest, for it 
not only affects our business and 
the planning for its future, but it 
bears on our families and oui 
lives. Its a query we always get 
somewhere in a conversation fre- 
quently it gets buried, for all too 
ol 


is 


many us would like to feel 
that it’s like the little man upon 
the stair. You all know that 
rhyme, I’m sure. 

Peace Talk Realities 


War! What are the chances, are 
we making any headway toward 
something more like peace, and 
just what about Russia? Those 
aren't all the questions, but they 
are typical and set the pattern. 

An encouraging brand of think- 
ing is developing inside topmost 
government circles. Officials are 
a bit scared to talk it themselves 
lest they start a stampede to cur- 
tail defense to a point of danger. 
What's more they haven't com- 
pletely convinced themselves of 
the truth of what thev think, or 
perhaps they are afraid to think 
it is the truth 

A war, a big with Russia, 
has just about become an improb- 
ability. 

Here are the reasons that 
accumulated in official minds. 
Some of them are challengeable, 
of course. for no one can be cecr- 
tain, but they do come from a 
wide variety of people both in 
our own and other friendly gov- 
ernments. people who have even 
spent time iImside Russia. They 
are convinced that, of course 


does 


Var 


have 


This country not 
war and will not start one. 

That Russia does not want 
(there are diffe of 
0 this but the majority 
view.) Thev insist that Russia 
more afraid of war than her 
lic = state indicate. 
what's more, is weaker in- 
ternally, economically and politi- 
cally than is generally believed. 
They also str that while the 
Russian not ready to 
start a revolution, they are rest- 
less, aren t ready to support a wal 
with this country. 


want 


War 
‘ences Opinion 
that is 
is 
pub- 
And 


ments 


she 


Ss 


people are 


There’s also the matter of the 
satellites. They are tense inside 
and can not be relied upon in the 
event of war, and the Russian 
leaders are well aware of this. 

Other significant points that 
show up in the new frame ofl 
mind of official Washington: that 
the war-making power of Russia 
is exaggerated in the public talk 
This, incidentally, is the view of 
military leaders of a number of 
nations. That the power of the 
U. S. is superior. That Russia is 
not ahcad ot s in science and 


engineering. And, in the relative 
strength of the basic economies, 
the U. S. is well out in front. 


Can We Trust USSR? 


Is the U. S. going to be stupid 
enough to-trust Russia? No, not 
entirely. But this country in- 
tends to be receptive to talks, will 
be perfectly willing to listen, hop- 
ing for results. There is no mu- 
tual trust to be sure, but remem- 
ber that the Russians have made 
some bomb tests of their own, and 
in recent months the horror of 
such bombs has sunk in more and 
more on the Russian leadership. 

And then some of you want to 
ask: 

Aren't 
faking? 
well 


the Reds likely to be 
Yes, but our officials are 
aware of this possibility. 
They think the Russians aren t. 
But if later the situation shou d 
change, our top men think that 
nothing will have been lost by 
trying to work things out. 
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How do we know the Russians 
won't start a war? Well, we don’t 
for certain, no one can be sure. 
But both through our dealings 
with them and also from otner 
nations which deal with them, 
there’s a feeling that the Russian 
attitude is changing. 

This has shown up during the 
talks on disarmament, and on this 
front some progress is being 
made. There'll be no startling 
developments, no miracles. But 
advancement toward arms lim- 
itation will begin to show piece- 
meal. 

Perhaps it will take two or 
three years to get specific arms 
limitations. Then in five years, 
something broader, then on to a 
cessation of the cold war. That's 
a long time, you say. Yes, but it 
is heading in the right direction. 
And I say that is good news for 
all of us. 


News About Banks and Bankers 


212.500 
value. 


shares of the same par 


Marine Midland Trust Company 
of Southern New York, Elmira, 
N. Y., was given approval on 
June 26 by the New York State 
Banking Department to increase 
its capital stock from $2,250,000, 
consisting of 112,500 shares of the 
par vaiue of $20 each, to $2,500,- 
000, consisting of 125,000 shares 
of the same par value. 


NATIONAL BANK OF WESTCHESTER, 
WHITE PLAINS, N. Y. 
June 30,°57 Dec. 31,°56 
s s 


Total resource 143.803.275 142,913.69 

Deposit 130,080,229 129,385,483 
Cash and due from 

letrik 18,130.316 16,168,155 
U S Goct ecu- 

holdi 43,041,449 45.549.947 

Loans «& discounts §52.668,916 53,415,969 

Undivided profits 1,550,615 1,922,190 


The Andover and Merrimack 
National Bank of Haverhill, Hav- 
erhill, Mass., with common stock 
of $700,000; and The Methuen Na- 
tional Bank, Methuen, Mass., with 
common stock of $175,000, consol- 
idated on June 14 under the title 
of Merrimack Valley National 
Bank, Haverhill. The bank has a 
capital stock of $875,000, divided 
into 43.750 shares of common stock 
with a par value of $20: surplus 
of $875,000 and undivided profits 
of not less than 392,490. 


Norman C. Cross and Bartow 
Kelly were elected to the Fitch- 
burg Advisory Committee of the 
Worcester County Trust Company, 
Worcester, Mass., by the bank di- 


rectors, it was announced on June 
26 by President Edward L. Clit- 
ford. 


James Carleton Howe, a former 
Vice-President of the First Na- 
tional Bank of Boston and the old 


Colony Trust Company, diced on 
June 28 at the age of 79. 

The appointment of public re- 
lations and advertising represen- 


tatives for the County Bank and 
Trust Company, Paterson, N. J., 
were announced on July 1 by 
C. Kenneth Fuller, Chairman of 
the Board of the County Bank. 
Willard C. Kimm appointed 
Publis 


Was 


Relations Manager. Barry 


Marshall was appointed Advertis- 


ing Assistant. 


FIRST NATIONAL BANK AND TRUST CO. 
PATERSON, WN. J. 

J é 0 De 3 
I 32 , BF 041 41.40 ( 
D 214,043. j 4 40) 
Ca n 
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50,845,005 58.0595 
Loa ais« il 56,275,604 3.266.489 
Und i} rotit 3.229,11 19 07 


PHILADELPHIA NATIONAL BANK 
PULLADELPHIA, PA, 
June 28, '57 Dec. 31, '56 
$ $ 

Total resource 1.005,517,622 1,064,503,298 

Deposits 878,895,345 957,064,651 
Cash and aue 

from banks 266,955,607 332,662.72 
U. S. Govt se- 

curity holdgs. 155,037,714 153,279,920 

Loans & disets. 477,761,409 463,243,869 

Undivid. profit 18,749,009 


10,659,352 


Ralph E. Euler, Senior Vice- 
President of Mellon National 
Bank and Trust Company, Pitts- 
burgh, Pa., retired on June 30 as 
an active officer of the bank, 
according to an announcement 
made June 28 by Frank R. Denton, 
Vice-Chairman of the bank. 

Mr. Euler will continue to serve 
as a Director of the bank and a 
member of the bank’s Executive 
Committee. He will also maintain 
an office in the bank building. 

From 1913 until Nov. 1918, Mr. 
Euler was associated with Colonial 
Trust Company and also with the 
Federal Reserve Bank of Cleve- 
land during 1917-18. In November 
1918, he joined The Union Trust 
Company of Pittsburg as Manager 
of the Bond Department and was 


Vice-President from 1922 until 
merger with Mellon National 
Bank in 1946 when he became 


Senior Vice-President. 


Provident Tradesmens Bank and 
Trust Company, Philadelphia, Pa., 
announces the election of George 
W. Geuder as Vice-President and 
Herbert Lomax as Treasurer. 

Mr. Geuder, former Treasurer, 
has been with the bank 30 years. 

Mr. Lomax, former Assistant 
Vice-President of the bank, joined 
the bank in 1931. 


Merger certificate was issued on 
June 14 approving and making ef- 
fective, as of June 14, the merger 
of The First National Bank of 
Ashley, Ashley, Pa., with common 
stock of $250,000, into Miners Na- 
tional Bank of Wilkes-Barre, 
Wilkes-Barre, Pa., with common 
of $2,500,000. The merger 
was effected under the charter and 


stock 


title of “Miners National Bank of 
Wilkes-Barre.” 
At the effective date of merger, 


the receiving association will have 
capital stock of $2,775,000, divided 
into 277.500 shares of common 
stock of the par value of $10 each; 
surplus of $4,325,000, and undi- 
vided profits, including capital re- 
serves, of not less than $1,948,- 
$59.64. 


It was announced jointly by M. 
A. Cancelliere, President of the 
Western Pennsylvania National 
Bank, McKeesport, Pa., and A. G. 
Kaufmann, President of the Bank 
of Brentwood, that the two banks 
had received preliminary approval 
from state and Federal banking 
authorities for consolidation of 


their respective institutions. 
Boards of Directors of both banks 
have also approved the consoli- 
dation which will give Western 
Pennsylvania National its 16th of- 
fice in this area. 


It is anticipated that the consol- 
idation will officially take place 
early in September, after share- 
holders of the two institutions act 
on the proposal. 


Western Pennsylvania National, 
whose principal office is in Mc- 
Keesport, Pa., now has total re- 
sources in excess of $150,000,000. 
The Bank of Brentwood has re- 
sources of approximately $6,500,- 
000. 


According to the terms of the 
agreement of consolidation, share- 
holders of the Bank of Brentwood 
will receive two and one-half 
shares of stock in the new bank 
for each share they now own in 
the Brentwood Bank. 

After consolidation, the Bank of 
Brentwood will be known as the 
Brentwood Office of WPNB. Its 
present Board of Directors will 
continue to serve the bank as an 
Advisory Board with A. G. Kaut- 
mann acting as Chairman. 


First National Bank of Balti- 
more elected James D. Harrison 
as Chairman of the Board. and 
Robert B. Hobbs was elected Vice- 
Chairman. James W. McElroy was 
elected President, succeeding Mr. 
Harrison. 

A 42-year career in banking 
closed July 1 when Alfred G. 
Wiegand, Assistant Secretary of 
the Ohio Citizens Trust Company, 
Toledo, Ohio, retired. 

Credited with setting up the 
administrative system of the 
bank’s trust department, Mr. 
Wiegand has been the officer in 
charge of trust operations. He 
came to Ohio Citizens in 1938, but 
his banking career started in 
Cleveland with the Guardian Trust 
Company in 1915. He was chief 
clerk in that bank’s trust depart- 
ment before coming to Toledo. 


SOCIETY FOR SAVINGS IN THE CITY 
OF CLEVELAND, OHIO 
June 30,57 Mar. 31,'57 


S > 

Total resource 323,426,125 327,381,784 
Depostt 290,950,612 293,855,83+ 
Cash and due from 

bank 18,010,595 19,756,826 
U. S. Govt. secu- 

rit holdings 80,227.943 82,692.837 
Loan $12 185,540,797 


& discount 185,506 


John H. Leslie has been elected 
a Director of the American Na- 
tional Bank & Trust Co., Chicago, 
Hl. 


Joseph M. Dodge, Chairman of 
the Board of The Detroit Bank & 
Trust Company, Detroit, Mich. an- 
nounced election of William C. 
Newberg. as a member of the 
bank’s Board of Directors. 

The election took place at the 
bank’s regular board meeting. 


% % % 
Two institutions merged on 
July 1 to become the Genesee 


Merchants Bank Trust Co. 

Merger of the 85-vear-old Gen- 
esee County Savings Bank Flint, 
Mich., and the Merchants and 
Mechanics Bank, Flint, Mich., 
founded in 1927, created the fifth 
largest state chartered banking in- 
stitution in Michigan. The new 
bank has capital and surplus in 
excess of $6,000,000. 

Gyles E. Merrill, President of 
the former Genesee Bank, heads 
the new institution while Harlow 
H. Curtice Chairman of the 
soard of Directors of 20 members. 
Lloyd H. Drake, former President 
of the M & M Bank, was elected 
General Vice-President of the new 
institution. 


is 


State Savings Bank of Ann Ar- 
bor, Ann Arbor, Mich., on June 17 
changed its title to State Bank and 
Trust Company. 


(“Jerry”) 


William G. Lowey, 
new business representative, re- 
tired on June 30 from First Na- 
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tional Bank in St. Louis, Mo., af- 
ter more than 51 years of service. 


“Jerry” Lowey began his bank- 
ing career in 1906 at the old Third 
National Bank (the First’s prede- 
cessor) where he started as a 
clerk. During the years following 
he worked in the transit, collection 
and collateral departments and as 
a note teller. He has been a mem- 
ber of the bank’s new business 
department for over 30 years. 


John J. Griffin, Vice-President 
of the First National Bank in St. 
Louis, also retired on June 30, 
having reached the bank’s official 
retirement age, according to an 
announcement made by William 
A. McDonnell, Chairman of the 
Board. 

The First National Bank of 
Beaumont, Texas, increased its 
common capital stock from $1,- 
000,000 to $1,500,000 by a stock 
dividend and from $1,500,000 to 
$2,000,000 by the sale of new stock 
effective June 17. (80,000 shares 
par value $25.) 


od 3% *k 
The First National Bank of 
Longview, Texas, increased its 


common capital stock from $500,- 
000 to $750,000 by the sale of new 
stock effective June 21. (7,500 
shares, par value $100.) 

First State Bank, La Marque, 
Texas, changed its title to Bank of 
the Mainland, on June 7. 


ue % % 


The Board of Directors of the 
United States National Bank, 
Galveston, Texas, announces that 
on May 29, Mr. Robert A. Vine- 
yard was elected President, suc- 
ceeding Mr. R. Lee Kempner, who 
was elevated to the Chairmanship 
of the Executive Committee, con- 
tinuing as the senior executive 
officer of the bank. Mr, Dan P. 
Doyle and Mr. J. E. Meyers were 
confirmed as Senior Vice-Presi- 
dents. Messrs. Vineyard, Meyers 
and Doyle were elected to mem~< 
bership on the Board of Directors, 

o ® °® 

The common capital stock of 
The First National Bank of Den- 
ver, Colo. was increased from $3,- 
000,000 to $4,000,000 by the sale 
of new stock effective June 18. 
(40,000 shares, par value $100.) 


Merger of California Bank, Los 
Angeles, Calif. and The Mariners 
Bank, Newport Beach, Calif., be- 
came effective on June 28, Frank 
L. King, President of California 
Bank, has announced. 

The Mariners Bank has a branch 
office in San Clemente, Calif. 

With the merger, The Mariners 
Bank, Newport Beach and San 
Clemente, become the 62nd and 
63rd offices of California Bank. 
The Mariners Bank, Newport 
Beach, will be known as the Mar- 
iners Office, and the branch in San 
Clemente will be known as the 
San Clemente Office of California 
Bank. 

Edgar R. Hill, President of The 
Mariners Bank, and Joseph C, 
Steelman, Executive Vice-Presi- 
dent, became Vice-Presidents of 
California Bank, Mr. King stated. 

Resources of The Mariners Bank 
were in excess of $7,000,000. 

The proposal of merger was 
given in the “Chronicle” May 30, 
page 2524. 


With Edward D. Jones 


(Special to THe FINANCIAL CHRONICLE) 

ST. LOUIS, Mo.—Jefferson D. 
H. Haley has been added to the 
staff of Edward D. Jones & Co., 
300 North Fourth Street, members 
of the New York and Midwest 
Stock Exchanges. 


With Cunningham, Gunn 


l to THe FINANCIAL CHRONICLE) 

CLEVELAND, Ohio—George J. 
Rudolph has become affiliated 
with Cunningham, Gunn & Carey, 
Inc.. Union Commerce Building, 
members of the Midwest Stock 
Exchange. 


(Spec 
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Securities Now 


® Academy Life Insurance Co. 

april 18 filed 750,000 shares of common stock (par 50 
cents) to be offered for subscription by military, Na- 
tional Guard, active, retired or reserves, personnel and 
not to the public at large. Price—$1 per share. Proceeds 
—For operating capital. Office — Colorado Springs, 
Colo. Underwriter—None. Statement effective June 21. 


All America Expansion Corp., Pasadena, Calif. — 
Mav 2 filed 184,000 shares of common stock, of which 
©2,000 shares are to be offered to public and 92,000 shares 
dssued to promoters. Price—To public, $1 per share; no 
groceeds from sale to promoters. Proceeds—For general 
corporate purposes. Business—Purchase and resale of 
oil fruits grown in Brazil and other countries. Under- 
writer—None. LeRoy R. Haynes, of Pasadena, Calif., is 
President. 

%e Alsco, Inc., Akron, Ohio 

June 28 filed 200,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds — Tor 
expansion, repayment of loans and for working capital. 
Underwriter—To be named by amendment. 

Altamil Corp., El Segundo, Calif. (7/22-26) 

June 24 filed 250,000 shares of common stock (par 50 
cents). Price—$5.50 per share. Proceeds—For working 
capital and other corporate purposes. Underwriter—Van 
Alstyne, Noel & Co., New York. 


American Guaranty Corp. 





May 13 (letter of notification) 38,651 shares of common 
etocls (par $1) being offered to stockholders of record 
May 17, 1957 on a basis of one new share for each three 


ehares held (with an oversubscription privilege): rights 
to expire June 28, 1957. Any unsubscribed shares will 


be offered to public residents in Rhode Island and 
WVassachusetts. Price—$7.50 per share. Proceeds—For 
working capital. Office-—49 Westminister St., Provi- 
dence, R. I. Underwriter—None. 


American Hardware Corp. 


April 8 filed 118,000 shares of common stock (par $12.50) 
being offered in exchange for common stock and class B 
common stock of Kwikset Locks, Inc., at the rate of one 
share of American Hardware for each two Kwikset com- 
mon shares and 55,500 American Hardware common 
shares for 150,000 shares of Kwikset class B common 
stock. The offer is conditioned upon its acceptance of 
not less than 85% of the issued and outstanding Kwikset 


common and class B common shares by June 28. 
writer—None. 


American Income Fund, Inc., New York 
May 24 filed 500,000 shares of capital stock 
Price—At market. Proceeds—For investment. Under- 
writer—None. Burton H. Jackson is President. Invest- 
ment Adviser — Securities Cycle Research Corp., New 
York 

American Provident Investors Corp. 

Feb. 15 filed 50,000,000 shares of common stock (par one 
cent). Price—$2 per share. Proceeds — For working 
capital and general corporate purposes. Office—Dallas, 
Tex. Underwriter—Peoples Securities Co., J. D. Grey, 
of New Orleans, John S. Tanner, of Dallas, and C. L, 
Edmonds, of Houston, three of the 22 directors, are 
Chairman, Vice-Chairman and President, respectively. 
*%& Arizona Land Appreciation Fund, inc. 

June 24 (letter of notification) 60,000 shares of capital 
etock. Price—At par ($5 per share). Proceeds—To in- 
vest in real property. Office—3) Pima Plaza, Scottsdale, 
Ariz. Underwriter—None. 

® Associates Investment Co. (7/10) 

May 24 filed $20,000,000 of 20-year subordinated deben- 
qures due June 1, 1977. Price—To be supplied by amend- 


Under- 


(par $1). 


ment. Proceeds — For working capital and to reduce 
ehort-term bank borrowings. Underwriters — Salomon 
Bros. & Hutzler and Lehman Brothers, both of New 
York 

Bank Building & Equipment Corp. of America 
June 11 (letter of notification) 14,285 shares of com- 
mon stock (par $2). Price—$21 per share. Proceeds— 
1. ‘ calling ec _™ re T > pee 
Jo two selling stockholders, Underwriter — Scherck, 
Richter Co., St. Louis, Mo. 


Bankers Fire & Marine Insurance Co. 
April 25 (letter of notification) 19,854 shares of common 
etock (par $5) to be offered to stockholders of record 
May 30, 1957 on a basis of two new shares for each 11 
éhares held; rights to expire July 30, 1957. Price—S$11 
per share. Proceeds — To increase capital and surplus 
eccounts. Office — 312 N. 28rd St., Birmingham 3, Ala 
Underwriter—None. , 
Bonanza Oil & Mine Corp., Sutherlin, Ore. 

Feb. 11 (letter of notification) 71.710 shares of common 
e6tock (par 10 cents). Price — 75 cents per share, Pro- 
ceeds—To go to selling stockholder, Underwriter—L. D 
Friedman & Co., Inc., New York, N. Y, is 
%* British Industries Corp. (7 9) 

June 28 (letter of notification) 
shares of common stock 
supplied by amendment. (Expected at about $15 per 
share.) Proceeds—To selling stockholders. Office—s0 
Shore Road, Port Washington. L. I., N. Y. Underwriter 
~—Kidder, Peabody & Co., New York. 
® Butler Brothers, Chicago, Ill. 

May 28 filed 40,000 shares of common stock (par $15) 
being offered for subscription by certain of the Ben 
Franklin franchise holders. This offer expires at 3:30 
@.m. (CDT) on July 17. Price—$23 per share. Business 


not exceeding 
(par 50 cents). 


20,000 
Price—To be 
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in Registration 


—Distributors of general merchandise. 
None. 


Cc & D Batteries, Inc. 
March 28 (letter of notification) 14,000 shares of com- 
mon stock (par $10) to be offered for subscription by 
stockholders and employees. Price—$12.50 per share. 
Proceeds — For machinery, equipment, inventories and 
working capital. Office — Washington and Cherry Sts., 
Conshohocken, Pa. Underwriter—None. 


Calidyne Corp., Winchester, Mass. 

May 1 filed $1,250,000 of Limited Partnership Interests to 
be offered first to present limited partners at the rate of 
one $1,000 unit for each $1,000 of his present investment; 
then to public. Price—$1,000 per unit. Proceeds — To 
construct plant: to purchase machinery and equipment; 
and to reduce outstanding demand notes. Business—Pro- 
duces eclectro-dynamie shaker and other vibration test 
equipment. Underwriter—None. Robert C. Lewis, Philip 
C. Efromson and Thomas Gouzoula, all of Winchester, 
Mass., are the gencral partners of this Massachusetts 
Limited Partnership. 

® Cameron Industries, Inc., New York 
June 7 filed 300,000 shares of common stock (par 10 
cents). Price—$l per share. Proceeds—For exploration 
and development program. Underwriter—R. G. Worth & 
Co., Inc., New York. 


Carolina Mines, Inc., Kings Mountain, N. C. 
March 29 filed 679,469 shares of common stock, of which 
283,676 shares are to be offered for subscription by 
stockholders at the rate of five additional shares for each 
four shares held; and the remainder will be offered to 
the public. Price—At par ($1 per share). Proceeds— 
To repay loans, for exploration and development work, 
construction and working capital. Underwriter — None, 
A. S. MacCulloch of Vancouver, B. C., Canada, is Presi- 
dent and principal stockholder. 


(7/22) 


Underwriter— 


(7,15-17) 


*% Carter Products, Inc. 


July 1 filed 500,000 shares of common stock (par $1 
Price To be supplied by amendment. Proceeds — To 
certain stockholders. Underwriters Eastman Dillon, 


Union Securities & Co., New York. 


Central Illinois Light Co. (7,9) 

June 12 filed $15,000,000 of first mortgage bonds due 
1987. Proceceds—To revay bank loans and for new con- 
struction. Underwriters—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.: Morgan Stanley & Co.; Kuhn, Loeb & Co.; Eastman 
Dillon, Union Securities & Co.: The First Boston Corp.; 
Harriman Ripley & Co., Inc.: Merrill Lynch, Pierce, Feti- 
ner & Beane and Stone & Webster Securities Corp. 
(jointly). Bids—Expected to be received up to noon 
(EDT) on July 9 at 300 Park Ave., New York, N. Y. 


Chess Uranium Corp. 

May 14 (letter of notification) 600,000 shares of common 
stock (par $1—Canadian). Price—50 cents per share. 
(U. S. funds). Proceeds—For exploration costs, etc. Of- 
fice—5616 Park Ave., Montreal, Canada. Underwriter— 
Jean R. Veditz Co., Inc., 160 Broadway, New York. 

@® C.1.T. Financial Corp., New York (7/15) 

June 24 filed $100,000,000 of series debentures, having 
different interest rates and maturity dates. Price—-To be 
supplied by amendment. Proceeds—For refunding other 
debt and for furnishing additional working funds to sub- 
sidiaries to be used by them in the ordinary course of 
business for the purpose of purchasing receivables and 
for other corporate purposes. Underwriter — Salomon 


Bros. & Hutzler. Offering—To be a continuous one, 
running at least until April 1, 1959. 

* City Discount Corp. 

June 28 (letter of notification) $200,000 of 10% sub- 


ordinated debentures due July 1, 1967. Price—At par 
(in denominations of $100, $500 and $1,000 each.) Pro- 
ceeds—For expansion of activities and working capital. 
Office—375 Jay St., Brooklyn 1, N. Y. Underwriter— 
None, 


Coastal Chemical Corp., Yazoo City, Miss. 
May 1 filed 150,000 shares of class C common stock to 
be offered for sale to farmers and other users of fertilizer 
materials. Price—At par ($25 per share). Proceeds— 
To construct and operate facilities for manufacture of 
anhydrous ammonia. Underwriter—Mississippi Chemical 
Corp., Yazoo City, Miss. 

Colonial Aircraft Corp., Sanford, Me. 
March 29 filed 250,000 shares.of common stock (par 10¢), 
to be issued upon exercise of warrants to purchase the 
following number of shares and held as follows: Glick 
& Co., Inc., underwriters of original offering, 140,000 
shares; and by three individuals 110,000 shares. Price— 
Shares to be offered at market. Warrants are exercisable 
at 10 cents per warrant. Proceeds—From sale of shares 
to sellers of warrants. Underwriter—None, 
* Columbia Metals, Inc., Berwick, Pa. 
June 28 (letter of notification) 50,000 shares of com- 
mon stock (par $1). Price—$2 per share. Proceeds—For 
capital equipment and working capital. Office—Wash- 
ington and Sycamore Sts., Berwick, Pa. Underwriter— 
None. 

Comico Corp., Memphis, Tenn. 7/15-16) 
May 2 filed 750,000 shares of common stock. Price—$2 
per share. Proceeds—To construct mill; for payment on 
mining leases and royalty agreement. Underwriter— 
Southeastern Securities Corp., New York. 


* INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE - 
¢ ITEMS REVISED 


*% Consolidated Fenimore iron Mines, Ltd. 

June 26 (letter of notification) 150,000 shares of common 
stock (par $7). Price—At market (closing price on To- 
ronto Stock Exchange as of June 14, 1957 was $1.82 bid 
and $1.85 asked, per share). Proceeds—For mining ex- 
penses. Office—c/o Roy Peers, 9 De Casson Rd., Mon- 
treal, Canada. Underwriters—Thomason, Kernaghan & 
Co., Ltd., Toronto, Canada, and R. P. Mills & Co., Ltd., 
Montreal, Canada. 


Conticca International Corp., Chicago, Ill. 

March 13 filed 558,100 shares of class A common stock 
(par $1). Price—$5 per share. Proceeds — To discharge 
current notes payable, including bank loans, and long 
term debt in the total sum of approximately $1,030,000; 
for new equipment; and for working capital. Under- 
writers — Allen Shaw & Co., 405 Lexington Ave., New 
York 17, N, Y.; and Shaw & Co., San Marino, Calif. 


Continental Mineral Resources, Inc. 
June 11 (letter of notification) 300,000 shares of com- 
mon stock (par 10 cents). Priee—$1l per share. Pro- 
ceeds—For mining expenses. Office—c/o Registrar & 
Transfer Agent, Nevada Agency & Trust Co., Cheney 
Bidg., Reno, Nev. Underwriter—Birkenmayer & Co., 
Denver, Colo. 


Continental Mines & Metals Corp., Paterson, N. J. 
April 24 filed 400,000 shares of common stock (par 10 
cents). Price—S1l per share. Proceeds—For exploration 
and development of properties. Underwriter — Leward 
M, Lister & Co., Boston, Mass. 


Cougar Mine Development Corp. 
March 15 (letter of notification) 560,000 shares of com- 
mon stock (par one cent). Price — 50 cents per share, 
Proceeds --— For diamond drilling on company’s lands, 
prospecting expenses, working capital and other corpor- 
ate purposes. Office—83 Campfield St.. Irvington, N. J. 
Underwriter—Roth & Co., Maplewood, N. J. 


*% Crown Cork & Seal Co., Inc. 
June 28 filed 60,000 shares of common stock (par $2.50) 
to be offered for subscription by officers and key em- 
ployees of the company and its subsidiaries pursuant to 
the company’s Stock Option Plan. 


Daybreak Uranium, Inc., Opportunity, Wash. 
May 7 filed 631,925 shares of common stock (par 10 
cents). Price At market (approximately 53 cents per 
share). Proceeds—To selling stockholders. Underwriter 
Herrin Co., Seattle, Wash. 


* Dunham-Bush, Inc., West Hartford, Conn. 
June 28 filed 45,000 shares of common stock (par $2) to 
be issued upon exercise of 45,000 common stock purchase 
warrants. Price—$12 per share. Proceeds—For work- 
ing capital and general corporate purposes. Underwriter 
—None. 
% Economic Planning Corp. 
June 26 (letter of notification) $175,000 of 10-year 6% 
subordinated income debenture bonds of $350 each: 5,000 
shares of preferred stock (par $15) and 50,000 shares of 
common stock (par one cent) to be offered in units of 
$3.500 of bonds, 100 shares of preferred stock and 1,000 
shares of common stock. Price—$5,010 per unit. Pro- 
ceeds—For working capital. Office—521 Fifth Ave., New 
York 17, N. Y. Underwriter—None. 

Emerson Electric Manufacturing Co. (7/9) 
June 18 filed $3,390,000 of convertible subordinated de- 
bentures due July 15, 1977 to be offered for subscrip- 
tion by common stockholders on the basis of $100 prin- 
cipal amount of debentures for each 20 shares of stock 
held of record July 9, 1957: rights to expire on July 23. 
Price — To be supplied by amendment, Proceeds — 
For capital expenditures and working capital. Under- 
writers—Smith, Barney & Co. ard Van Alstyne, Noel & 
Co., both of New York; and Newhard, Cook & Co., St. 
Louis, Mo. 
® Epsco, iInc., Boston, Mass. (7/10) 
June 13 filed 60,000 shares of common stock (no par). 
Price—To be supplied by amendment. Proceeds—To re- 
pay bank loans and for working capital. Underwriter— 
W.C. Langley & Co., New York. 
® Eric Corp. of America, Philadelphia, Pa. 
May 14 filed $375,000 of 10-year 6° debentures due 
March 1, 1967; 3,750 shares of 7% cumulative preferred 
stock (par $100); and 7,500 shares of common stock (par 
$1) to be offered in units of $500 of debenture, five 
shares of preferred stock and 10 shares of common stock, 
Price—$1,010 per unit. Proceeds—Together with other 
funds, to purchase, directly or through subsidiaries, 
drive-in theatres: to acquire other properties, etc.: and 
for working capital. Underwriter— None. Statement 
effective June 24. 
* Eureka Silver King Mines Corp. 
June 12 (letter of notification) 100,000 shares of com- 
mon steck (par 10 cents). Price — 30 cents per share, 
Proceeds—For mining expenses. Office—516 First Na- 
tional Bank Bldg., Boise, Idaho. Underwriter—None. 
® Federal Insurance Co. 
June 7 filed 400,000 shares of capital stock (par $4) be- 
ing offered in exchange for 100,000 shares of Colonial 
Life Insurance Co. of America capital stock (par $10) 
on the basis of four Federal shares for each Colonial 
Share. Offer will become effective upon acceptance by 
holders of 90% of Colonial stock, or, at option of Fed- 
eral, acceptance by not less than 80% of the Colonial 
shares. Offer will continue to and including. July 26, 
unless extended. Dealer-Managers — The First Boston 
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Corp. and Spencer Trask & Co., both of New York. 
Exchange Agent — Fidelity Union Trust Co., Newark, 
ie Be 


% Federal Oil Co. 
June 28 (letter of notification) 15,000 shares of common 
stock (par $1) and/or warrants to purchase such shares, 
Price—-$3 per share. Proeceeds—For general corporate 
purposes. Office—525 Raymond Blvd., Newark, N. J. 
Underwriter—None. 


% Federated Investors, Inc. 

June 21 (letter of notification) 100,000 shares of class A 
non-assessable common stock (par $1). Price — $3 per 
share. Proceeds—For expenses incidental to operation 
of an insurance company. Office—2185 Broadway, Den- 
ver 5, Colo. Underwriter—None. 


First Mississippi Corp., Jackson, Miss. 

April 10 filed 10,000,000 shares of common stock (par 
$1), of which 2,500,000 shares are to be offered publicly 
at $4 per share prior to Nov. 30, 1957, each purchaser of 
one share to receive an option to purchase two addi- 
tional shares at any time prior to Nov. 30, 1959 at $4.50 
per share. The price of the remaining 2,500,000 shares 
will be $5 each, of which 500,000 shares are to be re- 
served for exercise of options to be granted to directors, 
officers and employees. Proceeds — For industrial and 
business deveiopment of Mississippi and the South. 
Underwriter—None. 


Florida Trust, Pompano Beach, Fla. 
Maren 4 filed 850 ceruficates of beneficial interest in 
the Trust. Price—$1,000 per certificate. Proceeds—To 
acquire by purchase, lease or otherwise, and to hold, 
own, subdivide, lease, mortgage, exchange, bargain, sell 
and convey lands and every character of real property. 
Underwriter—N one. 


Fluorspar Corp. of America 
May 28 (letter of notification) 30,000 shares of common 
stock (par $1) to be offered for subscription by common 
stockholders on the basis of one new share for each four 
shares held. Price—S8.50 per share. Proceeds—For min- 
ing operations. Officee—433 S. E. 74th Ave., Portland, 
Ore. Underwriter—None. 


Frigikar Corp. 
June 6 (letter of notification) 9,000 shares of common 
stock (par 50 cents). Price — At market (estimated 
$5.50 per share). Proceeds—To go to Daniel D. Dilling- 
ham. Office—1602 Cochran St., Dallas, Texas. Under- 
writer—Muir Investment Corp., San Antonio, Texas. 

General Aniline & Film Corp., New York 
Jan. 14 filed 426,988 shares of common A stock (no par) 
and 1,537,500 shares of common B stock (par $1). Pro- 
ceeds—To the Attorney General of the United States. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Blyth & Co., inc., and The First Bos- 
ton Corp. (jointly); Kuhn, Loeb & Co., Lehman Brothers 
and Glore, Forgan & Co. (jointly). Bids— Had been 
scheduled to be received up to 3:45 p.m. (EDT) on May 
13 at Room 654, 101 Indiana Ave., N. W., Washington 235, 
D. C., but bidding has been postponed. 


Genera! Credit, Inc., Washington, D. C. 
Aug. 17, 1956 filed $2,000,000 of 6% subordinated sink- 
ing fund debentures, due Sept. 1, 1971, with detachable 
warrants to purchase 160,000 shares of participating 
preference stock, to be offered in units of $500 of deben- 
tures and 40 warrants. Price—$500 per unit. Preceeds— 
For expansion and working capital. Underwriter—None 
named. Offering to be made through selected dealers. 
Application is still pending with SEC, 
* General Gas Corp., Baton Rouge, La. 
June 26 filed 150,000 shares of common stock to be is- 
sued pursuant to options granted or to be granted to 
qualified employees of this company and its subsidiaries. 
*% General Mills, Inc., Minneapolis, Minn. 
July 1 filed 250,000 shares of common stock (no par) 
to be offered for subscription by employees of this com- 
pany. and its subsidiaries pursuant to the company’s 
“Executive Incentive and Estate Building Plan.” 

General Parking, Inc. 
June 18 (letter of nctification) 240,000 shares of common 
stock (par $1). Priee—$1.25 per share. Proceeds—To re- 
tire outstanding debt: for expansion of subsidiary cor- 
poration and for working capital. Office—c/o Edwin 
F. Clements, 5312 Glenwood Ave., Youngstown, Ohio. 
Underwriter—L. L. LaFortune & Co., Las Vegas, Nev. 

General Telephone Corp., New York 
May 24 filed 1,480,787 shares of common stock (par $10) 
and 170,000 shares of 5.28% convertible preferred stock 
(par $50) being offered in exchange for common and 
preferred stocks of Peninsular Telephone Co. on the 
basis of 1.3 shares of General common for each share 
of Peninsular common, and one-half share of General 
preferred share for each share of Peninsular $1 pre- 
ferred, $1.30 preferred and $1.32 preferred. No exchange 
of preferred stock will be made unless at least 80% of 
the Peninsular preferred stock is exchanged. Offer 
will expire on July 15. Dealer-Managers—Paine, Web- 
ber, Jackson & Curtis and Stone & Webster Securities 
Corp. 
* Genie Crafo Corp., Washington, D. C. 
June 28 (letter of notification) $150,000 of 10-year 6% 
subordinate convertible debentures. Price—At par (in 
denominations of $100 each). Proceeds—To discharge 
short term obligations and for working capital. Office— 
1022 18th St., N. W., Washington, D. C. Underwriter — 
Whitney & Co., Inc., Washington, D. C. 

Georgia Casualty & Surety Co. 
May 10 (letter of notification) 10,000 shares of common 
stock (par $5) to be offered first to stockholders and 
agents, then to the public. Price—$30 per share. Pro- 
ceeds — To expand and finance the company’s regular 
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line of business. Office—70 Fairlie St., N. W., Atlanta, 
Ga. Underwriter—None. Dan D. Dominey is President. 


Getty Oil Co., Wilmington, Del. 

June 17 filed 100,000 shares of common stock (par $4) 
to be offered for sale from time to time on the New 
York Stock Exchange. Certain private placements may 
be made. Price—Either at the market or at a price not 
lower than the bid price nor higher than the asking 
price quoted on the Exchange at time of such offering. 
Proceeds—To J. Paul Getty, President, who is the selling 
stockholder. Underwriter—None. 


Gibbs Automatic Moulding Corp. 


May 22 filed $1,000,000 of 6% convertible debentures 
due March 31, 1967. Price—At par. Proceeds—To in- 
crease company’s activities and for working capital. 
Office—Henderson, Ky. Underwriter—Cook Enterprise, 
Inc., 111 S. 7th St., Terre Haute, Ind. 


Government Employees Corp. 


May 24 filed $652,000 5% convertible capital deben- 
tures due June 30, 1967, being offered for subscription 
by common stockholders of record June 10, 1957 at the 
rate of $100 of debentures for each 20 shares of com- 
mon stock held; rights to expire on July 8, 1957. Price 
— 100% of principal amount. Proceeds — For working 
capital. Underwriters—Johnston, Lemon & Co., Wash- 


ington, D. C.; and Eastman Dillon, Union Securities & 
Co., New York. 
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% Gulf States Utilities Co. E 


July 2 filed $5,280,000 of participations in the Employées 
Thrift Plan, together with 149,250 shares of common 
stock, 64,390 shares of $4.20 dividend preferred stock 
and 58,700 shares of $4.40 and $4.44 dividend preferred 
stock (par $100). ie 

Haydu Electronic Products, Inc. 
June 3 (letter of notification) 100,000 shares of common 
stock (par 10 cents). Priee—$1 per share. Proceeds— 
For working capital. Office—1426 West Front St., Plain- 
field, N. J. Underwriter—Berry & Co., Plainfield and 
Newark, N. J. 

Holy Land Import Corp., Houston, Texas 
Feb. 27 (letter of notification) 100,000 shares of common 
stock. Price—At par ($3 per share). Proceeds—For in- 


ventory, working capital, etc. Underwriter—Benjamin 
& Co., Houston, Tex. 


* Horace Mann Fund, Inc., Springfield, ill. 

June 27 filed 100,000 shares of capital stock (par $1). 
Price—At market. Proceeds—For investment. Distrib- 
utor and Investment Manager—Horace Mann Investors 
Inc., Des Moines, Ia., of which Charles F, Martin is also 
President. 

Ignacio Oil & Gas Co., Denver, Colo. 

May 20 filed 650,000 shares of common stock (par 50 
cents). Price—$l per share. Proceeds—For drilling and 
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July 8 (Monday) 
Phoenix Investment Co Common 
(Clement A. Evans & Co., Inc. and The Robinson- 
Humphrey Co., Inc.) $1,900,000 


July 9 (Tuesday) 


Central Illinois Light Co._.___________-___- Bonds 
(Bigs noon EDT) $15,000,000 
Emerson Electric Mfg. Co.__.________- Debentures 


(Smith, Barney & Co.: Van Alstyne, Noel & Co.; and Newhard, 
Cook & Co.) $3,390,000 
Paramount Enterprises, Inc... _-_- 
(Amos Treat & Co., Inc.) $300,000 
Wisconsin Telephone Co._-.----------- Debentures 
(Bids 11 a.m. EDT) $30,000,000 


July 10 (Wednesday) 
Associates Investment Co.___._____._.._ Debentures 
‘Salomon Bros. & Hutzler and Lehman Brothers) $20,000,000 
Epsco, Inc. ...-.- 
(W. C. Langley & Co.) 60,000 shares 
Manufacturers National Bank of Detroit..Common 
(Offering to stockholders—underwritten by Blyth & Co., Inc.; 
First of Michigan Corp.; and Watling, Lerchen & Co.) 
156,607 shares 
DOGTGSS CE BE cccctoctimtbnchwuns Debentures 


(Bids to be invited) $25,000,000 


Common 


Pacific Power & Light Co..._____._.__._._Common 
(Offering to stockholders—bids 11 a.m. EDT) 376,600 shares 
Precision Transformer Corp.____------ Debentures 
(John R. Boland & Co., Inc.) $299,880 
TEA. BG. andi dndcindonusaneion Common 
(Joseph Mandell Co.) $270,000 
Washington Water Power Co.____-_-----_~_-_- Bonds 


(Kidder, Peabody & Co.: Blyth & Co., Inc.; White, Weld & Co.; 
and Laurence M. Marks & Co.) $30,000,000 


\ 2. 9, 2° am Bonds 
(Bids 11 a.m. EDT) $20,000,000 
July 11 (Thursday) 
Merchants Co. - Joke di SF al po ah th as a no wm 
(Offering to stockholders—underwritten by Lewis & Co.) 


$300,000 
Minneapolis, St. Paul & Sault Ste. Marie Ry. 
Equip. Trust Ctfs. 
(Bids noon CDT) $1,740,v00 


July 15 (Monday) 
C. I. T. Financial Corp.__.....__.._._.._._._Debentures 
(Salomon Bros. & Hutzler) $100,000,000 


Cameron Industries, Inc... ......._._._._._._... Common 
(R. G. Worth & Co., Inc.) $300,000 
Chicago & North Western Ry.____----Trust Notes 
(Bids noon CDT) $8,000,000 
eee eee Common 


(Southeastern Securities Corp.) $1,500,000 
International Fidelity Insurance Co.___._._Common 
(Offering to stockholders—to be underwritten by 
Franklin Securities Co.) 100,000 shares 
yl lk ee ee Class A Common 
(A. G. Edwards & Sons) 70,000 shares 


Seminole Oil & Gas Corp._---- — Common 
(Albert & Co., Inc.) $206,250 

Texas Electric Service Co................. Bonds 
(Bids 11:30 a.m. EDT) $16,000,000 

ZRemas MGUSTICS, INC...2..62nnnnns Common 

(Kidder, Peabody & Co. and McCormick & Co.) 25,886 class A 
shares and 1,000 class B shares 

Western Hemisphere Petroleum Co.___._._Common 

Sanders & Co. and Rauscher, Pierce & Co., Inc.) 400,000 shares 

July 16 (Tuesday) 

Jersey Central Power & Light Co.___-----~-- Bonds 
(Bids 11 a.m. EDT) $15,000,000 
Minneapolis-Honeywell Regulator Co.....Common 
(Offering to stockholders—underwritten by Eastman 


Dillon, Union Securities & Co.) 333,382 shares 


July 17 (Wednesday) 


Great Northern Ry... .--------- Equip. Trust Ctfs. 
(Bids to be invited) $4,965,000 

Tele BOG Giiincnncusesnes aa ae Bonds 
(Kuhn, Loeb & Co.) $50,000,000 


Cees PERG Chic ncaccwanecesenene 
(Blyth & Co., Inc.) 175,000 shares 


TRRSCTEE, TE  cncvacetecencecancoccnpee Common 
(Lee Higginson Corp.) 200,000 shares 


_..Common 


ISSUE CALENDAR 


July 18 (Thursday) 
Chicago, Rock Island & Pacific RR.___Eq. Tr. Ctfs. 
(Bids to be invited) $3,000,000 
July 19 (Friday) 
Oe I i iis ah eatin tien nae Common 
(Offering to stockholders—no underwriting) 420,778 shares 
July 22 (Monday) 
en ee ee 
(Van Alstyne, Noel & Co.) $1,375,000 
Carter Products, Inc.. oon en eos. - COMMON 
(Eastman Dillon, Union Securities & Co.) 500,000 shares 
July 23 (Tuesday) 
Pacific Gas & Electric Co.._____________ 
(Bids to be invited), $60,000,000 
July 25 (Thursday) 
Southern Pacific Co.____________ Equip. Trust Ctfs. 
(Bids to be invited) about $9,000,000 
July 29 (Monday) 
National Tea Co. 


(Hemphill, N¢ 


_Common 


ee ae eee Debentures 
yes & Co.) $12,000,000 


July 31 (Wednesday) 
Norfolk & Western Ry.__._.__Equipment Trust Ctfs. 


(Bids to be invited) 
August 13 (Tuesday) 
Northern States Power Co. (Minn.)________ Bonds 


‘Bids 11 a.m. EDT) $18,000,000 


August 20 (Tuesday) 

Pacific Telephone & Telegraph Co. ___- Debentures 
(Bids to be invited) $90,000,000 
September 4 (Wednesday) 

Louisville Gas & Electric Co.______________ Bonds 
(Bids to be invited) $15,000,000 
September 10 (Tuesday) 

Re. FOUR Siineatccsdcssncteidinenocas Bonds 
(Bids to be invited) $50,000,000 
September 11 (Wednesday) 

New Jersey Bell Telephone Co.__---__- Debentures 
(Bids to be invited) $30,000,000 
September 17 (Tuesday) 
Consolidated Natural Gas Co._______.__ Debentures 
(Bids 11:30 a.m. EDT) $25,000,000 
September 18 (Wednesday) 

Norfolk & Western Ry.___..Equipment Trust Ctfs. 
(Bids to be invited) 

September 24 
Northern Illinois Gas Co._- 


‘(Bids to be invited) 


(Tuesday ) 


__Bonds or Preferred 
$8,000,000 to $10,000,000 


Uten Power @& LAG C6....cccencesccosscos Bonds 
(Bids to be invited) $15,000,000 
Utah Power & Light Co................. Common 
(Bids to be invited) 400,000 shares 
October 1 (Tuesday) 
Southwestern Bell Telephone Co.___-- Debentures 
(Bids to be invited) $100,000,000 
Gctober 3 (Thursday) 
Columbia Gas System, Inc.__---- Debentures 
(Bids to be invited) $25,000,000 
October 15 (Tuesday) 
Indiana & Michigan Electric Co._----------- Bonds 
(Bids 11 a.m. EST) $20,000,000 
November 19 (Tuesday) 
Ohio Power Co._----- aie iasinideysnniiiitiliail i atiitpciiniasi Bonds 
(Bids 11 a.m. EST) $28,000,000 
Chie Pewee Opi cucusceconcucechoonduen Preferred 


(Bids 11 a.m. EST) $7,000,000 


December 3 (Tuesday) 


Virginia Electric & Power Co.-_-- 
(Bids to be invited) $20,000,000 
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completion of test wells; for acquisition and exploration 
of audilionai pruperues; aud 10r WurKing Capi.ai. Ulslce 
—174¥ Pennsyivania St., Denver 3, Colo. Underwriter— 
None. W. Clay Merideth is President. 


% Inland Steel Co. (7/17) 

June z8 fiiea $5u,000,000 of first mortgage bonds, se- 
ries K, due 1987. rrice—To be suppilea dy ameuament. 
Proceeds—For construction and improvement program. 
Unaerwrner—Kunn, Loeb & Co., New York. 


international Dupiex Corp., San Francisco, Calif. 
Dec. Zi, lyvo ited vyl,vu0 Soa.es of Common stock (par 
one cent). Price—$i per snare. Proceeus—10 eyulp ana 
estabiish five super launderettes and for WourkKilg cap- 
ital. Underwriters—Naimes lo be supplied by aimena- 
ment. 


International Fidelity Insurance Co. (7/15) 
March 2% tiied 100,WUU snares of common stock (no par) 
to be offered for subscription by stockholders at the 
rate of one new share tor each seven snares heid, Price 
—To be supplied by amendment. Proceeds—for work- 
ing capital, etc. i nderwriter—franklin Securities Co., 
Dallas, Texas. 


international Insurance Investments, Inc. 

June 10 tiled 118,140 shares of common stock (par $1) 
and warrants to purchase 354,420 aaditional shares Oj 
common stock to be oftered in units of one common 
share and three warrants to buy three common Snares, 
Price—$3.75 per unit. Each warrant entities hoider to 
purchase one common share at $2.75 per snare. Proceeds 
—t10 acquire stock of tire insurance unit and tor genera) 
corporate purposes. Otfice — Engiewood, Colo. Under- 
wruer—American Unaerwriters, Inc., also of Englewood, 
Colo. 


isthmus Steamship & Salvage Co., Miami, Fla. 
May 21 (ietler O41 MuusiCauVoi) vuv,VUU Stiaies vt cuin- 
mon stock (par 10 cents). Price—1 per snare. Proceeds 
—1LO purcnase a snip and tor working capital. Under- 
wriver—Anaerson Cook Co., Inc., Pain beacn, Fla. 


Jersey Central Power & Light Co. (7/16) 

May zy filed $15,U0U,JuU Of titst Morigage pouds due 
lyo7. Proceeds—io repay bank loans and for construc- 
tion program. Underwriner—1o be aetermined by cum- 
peuuuve pidaing. Propavle bidders: Haisey, Stuart & 
Co. Inc.; Kidder, Peabody & Co.; ‘tne First sSuston 
Corp.; White, Weid & Co.; Eastman Dilion, Union secu- 
riues & Co.; Salomon ros, & hutzier and Merrill 
Lynch, Pierce, Fenner & Keane (joinuly). Bias—1o be 
received up to 1l a.m. (Ewv't) on vuly 16 al Office ot 
General Fublic Utiliues Corp., 67 broad Street, New 
York 4, N. Y. 


*% Kaiser Industries Corp., Oakland, Calif. 

June 28 filed 1,511,487 shares of common stock (par $4) 
to be issuable upon conversion of collateral trust 5%4% 
bonas, series A, aue Jan. 15, 1yo9, of henry J. Kaiser Co., 
a whuily-owned subsidiary, which bonds are heid by 19 
institutional investors. 


Msassen Ence: prises, Inc., Hayward, Calif. 
May 29 (letter of notification) 300,000 suares of capital 
stock, of which 100,000 shares are being offered to out- 
stanaing shareholders in exchange for such outstanding 
shares and certain claims against the company; the re- 
maining 200,000 shares are to be oftered to the public. 
Price—At par ($1 per share). PYroceeds—For workiny 
capital. Office—2z2105 Meekiand Ave., Hayward, Calif. 
Unaerwriter — Stephenson, Leydecker & Co., Oakland, 
Calif. 
% Labece Mines, Inc. 
June 26 (letter of notification) 200,000 shares of common 
stock. Price—At par (25 cents per share). Proceeds— 
For mining expenses. Uffice—1119 Tacoma Ave., ‘Laco- 
ina, Wash. Underwriter—None. 


Marion Finance Corp., Ardmore, Pa. 

March 28 filed $250,000 of 6% renewable subordinated 
debentures, due upon demand May 1, 1967, without de- 
mand May 1, 1972. Price—At par (in units of $100 and 
$500 each). Proceeds—For working capital. Office—17 
W. Lancaster Ave., Ardmore, Pa. Underwriters—W alnut 
Securities Corp., Philadelphia, Pa.; B. Ray Robbins Co., 
New York; and Berry & Co., Plainfield, N. J. 


Mascot Mines, inc., Kellogg, Idaho 
June 3 (letter of notification) 800,900 shares of common 
stock. Price—At par (17'» cents per share). Proceeds 
—For mining expenses. Office—Sidney Bldg., Kellogg, 
Idaho, Malcolm C. Brown is President. Underwriter— 
Standard Securities Corp., Spokane, Wash., and Kellogg 
Idaho. 
* McLouth Steel Corp. (7 24-25) 
July 3 filed 105,000 snares of cumulative convertible 
preferred stock (par $100). Price—To be supplied by 
amendment. Proceeds—For expansion program. Under- 
writer—The First Boston Corp., New York. 
% Mechanics Finance Co. 
June 25 (letter of notification) $250,000 of 20-vear 
debentures due July 10, 1977. Price—At par (in de- 
nominations of $10 each). Proceeds—For working cap- 
ital. Office—586 Newark Ave., Jersey City, N. J. Under- 
writer—None. . 
® Mercast Corp., New York, N. Y. (7/19) 
June 24 filed 420,778 shares of capital stock (par 10 
cents) to be offered for subscription by stockholders of 
record July 18, 1957 on the basis 6f two new shares for 
each three shares held; rigats 10 expire on Aug. 2. Price 
— To be supplied by amendment. Proceeds — For ex- 
pansion program, to repay outstanding notes to Atlas 
Corp. and for working capital. Underwriter—None. 











wor 
‘ ‘fo 


The Commercial and Financial Chronicle 


Merchants Co. (7/11) 

June 10 (uetter of notification) $300,000 of 6% converti- 
ble subordinate debentures due 1972 to be offered to 
common and preferred stockholders of record of July 
11, 1957. (Debentures are convertible into common stock 
subsequent to July 31, 1962 and prior to Aug. 1, 1971, 
in limited amounts and freely thereafter as described). 
Price—At par in units of $125 each. Proceeds—For 
working capital. Office—300 East Pine St.. Hattiesburg, 
Miss. Underwriter—Lewis & Co., Jackson, Miss. 


Minneapolis-Honeywell Regulator Co. (7 16) 
June 24 filed 333,382 shares of common stock (par $1.50) 
to be offered for subscription by common stockholders 
of record July 16, 1957 at the rate of one share ot new 
for each 20 shares held: rights to expire on or about 
Aug. 1, 1957. Price — To be supplied by amendment. 
Proceeds—For expansion program. Underwriter—FEast- 
man Dillon, Union Securities & Co., New York, 


Mississippi Valley Portiand Cement Co. 
Dec. 26 filed 1,600,000 shares of capital stock (no par), of 
which 708,511 shares are subject to an offer of rescission. 
Price—$3 per share. Proceeds—For completion of plant, 
provide for general creditors and for working capital. 
Office—Jackson, Miss. Underwriter—None, offering to 
be made through company’s own agents. 


Monticello Associates, Inc. 

Feb. 18 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds — For 
capital expenditures, including construction of motel, 
roadside restaurant and gas station. Business—Has been 
processing and selling of gravel. Office—203 Broadway, 
Monticello, N. Y. Underwriter—Walnut Securities Corp., 
Philadelphia, Pa. 


Montreal (City of) (7/10) 

June 7 filed $7,200,000 of 544° sinking fund debentures 
due Feb. 15, 1977 and $17,800,000 of 514% sinking fund 
debentures due March 1, 1977. Price — To be supplied 
by amendment. Proceeds—For local improvement and 
public works. Underwriter—To be determined by com- 
petitive bidding. Shields & Co., Halsey, Stuart & Co. 
Inc., Savard & Hart and Salomon Bros. & Hutzler, 
(jointly); Lehman Brothers, White, Weld & Co., East- 
man Dillon, Union Securities & Co. and Blyth & Co., 
Inc. (jointly); The First Boston Corp. Bids—Expected 
to be received up to 2:30 p.m. (EDT) on July 10. 


Mount Wilson Mines, Inc., Telluride, Colo. 
June 24 filed 400,000 shares of class A common stock 
(par 50 cents). Price—$1 per share. Proceeds—For ex- 
ploration and related purposes, including construction of 
a mill. Underwriter — Investment Service Co., Denver, 
Colo. 


®@ Mountain States Telephone & Telegraph Co. 
June 5 filed 584,176 shares of capital stock (par $100) 
being offered for subscription by stockholders of record 
June 20, 1957 on the basis of one new share for each five 
shares held; rights to expire on July 31. Price — At 
par ($100 per share). Proceeds— To repay advances 
from American Telephone & Telegraph Co., the parent, 
which owns 86.74% of the presently outstanding shares. 
Underwriter—None. 

Mutual Investment Trust for Profit Sharing- 

Retirement Plans, Inc., Richmond, Va. 

March 19 filed 50,000 shares of capital stock (par $1), 
to be offered trustees of profit sharing retirement plans. 
Price—At market. Proceeds—For investment. President 
—T. Coleman Andrews. Office — 5001 West Broad St., 
Richmond, Va. 

Nassau Fund, Princeton, N. J. 
May 8 filed 250,000 shares of common stock. Price—At 
market. Proceeds—For investment. Office—10 Nassau 
St., Princeton, N. J. Investment Advisor — Harland W. 
Hoisington, Inc., same address. 


* National Clay Pipe Manufacturers, Inc. 
June 28 (letter of notification) $215,000 of 5% 
bonds. Price—At face amount (in denominations of $500 
each). Proceeds—For erection and equipment of a new 
research building at Crystal Lake, Ill. Office—1820 “N” 
St., N. W., Washington, D. C. Underwriter—None. 

National Lithium Corp., New York 
Feb. 19 filed 3,120,000 shares of common stock (par one 
cent). Price—$1.25 per share. Proceeds—For acquisi- 
tion of properties; for ore testing program; for assess- 
ment work on the Yellowknife properties; and for cost 
of a concentration plant, mining equipment. etc. Under. 
writer—Gearhart & Otis, Inc., New York. Statement ex- 
pected to be amended. 

National Tea Co., Chicago, Ill. 
June 12 filed 48,720 shares of common stock (par $5) to 
be offered in exchange for common stock of Tolerton 
& Warfield Co. of Sioux City. lowa, on the basis of 71: 
shares of National Tea for each Tolerton share. The offer 
will expire on July 22, 1957, unless extended. 
* National Tea Co., Chicago, Ill. (7 29) 
June 28 filed $12,000,000 sinking fund debentures due 
Aug. 1, 1977. Price—To be supplied by amendment. Pro- 
ceeds—To repay bank loans and other indebtedness and 
for other corporate purposes. Underwriter—Hemphill, 
Noyes & Co., New York. 

New Brunswick (‘Province of) 
Dec. 14, 1956, filed $12,000,000 of 25-year sinking fund 
debentures due Jan, 1, 1982. Price—To be supplied by 
amendment. Preceeds—To be advanced to The New 
Brunswick Electric Power Commission to repay bank 
loans. Underwriter—Halsey, Stuart & Co. Inc., New York 
and Chicago. Offering—Indefinitely postponed. 
* Northern States Power Co. (Minn.) (8/13) 
July 3 filed $18,000,000 of first mortgage bonds due Aug. 
1, 1987. Proceeds—For construction program. Under- 
writer—™= be determined by competitive bidding. Prob- 
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able bidders: Halsey, Stuart & Co. Inc.; Merrill Lynch 
Pierce, Fenner and Beane, Kidder, Peabody & Co. and 
White, Weld & Co. (jointly): Lehman Brothers and 
Riter & Co. (jointly); The First Boston Corp. and Blyth 
& Co., Inc. (jointly); Equitable Securities Corp.: Kuhn 
Loeb & Co.; Harriman Ripley & Co. Inc. Bids—Expected 
to be received up to 11 am. (EDT) on Aug. 13. 


® Northwest Telephone Co. 

March 28 (letter of notification) 7,260 shares of common 
stock (par $5) to be offered first to stockholders on 
a preemptive basis; unsubscribed to employees; and 
remainder to public. Price—$16 per share. Proceeds— 
For construction, payment of current liabilities and 
working capital. Otfice—1213 Sixth St.. Redmond Ore. 
Underwriter — None. Offering — Indefinitely postponed. 

Oil Ventures, Inc. 

May 13 (letter of notification) 2,500,000 shares of com- 
mon stock. Price—At par ($10 cents per share). Pro- 
ceeds—f or development of oil and gas properties. Office 
—725 Judge Bldg., Salt Lake City, Utah. Underwriter— 


Mid America Securities. Inc. i 
roa s, Inc. of Utah, Salt Lake City, 


Oxford County Telephone & Telegr 
April 18 (letter of notification) 6,000 - oe gh yy 
stock to be offered to present stockholders on the basis 
of preemptive rights, thereafter to the public. Price— 
At par ($5 per share). Proceeds — For converting ex- 
change at Turner from a manual service to a dial auto- 


ao exchange. Office—Buckfield, Me. Underwriter— 
one. 


*% Oxford Paper Co. (7 17) 

June 17 filed 175,000 shares of common stock (par $15) 
Price— To be supplied by amendment. Proceeds—To- 
gether with other funds, to prepay Outstanding bank 
notes and for capital improvements. Underwriter—Blyth 
& Co., Inc., New York. ‘ 


*% Pacific Gas & Electric Co. (7 23) 

June 28 filed $60,000,000 of first and refunding mort- 
gage bonds, series BB, due June 1, 1989. Proceeds—To 
reduce bank loans. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Blyth & Co., Inc.; The First Boston Corp 
Bids—Expected to be received on July 23. 


Pacific Natural Gas Co., Longview, Wash. 
May 28 filed $1,000,000 of subordinate interim notes due 
1963 and 20,000 shares of common stock (par $1) to be 
offered in units of a $50 note and one common share. 
Price — To be supplied by amendment. Proceeds — To 
repay short-term debt and other current liabilities and 
for construction program. Underwriters—White, Weld & 
Co., New York; Wm. P. Harper & Son & Co., Seattle 
Wash. Offering—Expected sometiine in first half of July. 


Pacific Power & Light Co. (7 iv) 
June 4 filed 376,600 shares of common stock (par $6.50) 
to be offered for subscription by common stockholders 
of record July 10, 1957 on the basis of one new share for 
each 10 shares held; rights to expire on Aug. 1. Sub- 
scription warrants are expected to be mailed on July 12. 
Proceeds—For construction program. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Lehman Brothers, Eastman Dillion, Union Securi- 
ties & Co., Bear, Stearns & Co. and Dean Witter & Co 
(jointly); Kidder, Peabody & Co.; Ladenburg, Thalmann 
& Co. Bids—To be received up to 11 a.m. (EDT) on 
July 10 at Room 2033, Two Rector St., New York 6,N. Y 


Pancal Oil Corp. 
May 13 (letter of notification) 299,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds— 
eg ge ae a. Office—27 William St., New 
ork, N. Y. Underwriter — Bush Securities C 
von ae Securities Co., New 
® Paramount Enterprises, Inc. (7 9) 
June 3 (letter of notification) 120,000 shares of common 
stock (par 10 cents). Price—$2.50 per share. Preceeds— 
For payment of loans and working capital. Business— 
Phonograph records. Office — 383 Concord Ave New 
York, N. Y. Underwriter—Amos Treat & Co.. Inc. New 
York. ” 
* Pennsylvania Fluorocarbon Co., Inc. 
June 27 (letter of notification) 
stock (par $5). 


j 1.000 shares of common 
Price — $20 per share. Proceeds — For 
working capital. Office—1115 North 38th St., Philade]- 
phia 4, Pa. Underwriter—None. 

Pepsi-Cola Mokan Bottlers, Inc. 
April 11 (letter of notification) 60,000 shares of common 
stock (par 50 cents). Price—$5 per share. Proceeds— 
For general funds of the company. Office—207 West 
8th St., Coffeyville, Kan. Underwriter — G. F, Church 
& Co., St. Louis, Mo. 
* Phi Sigma Delta Fraternity, inc. 
June 27 (letter of notification) $100,000 of 4 registered 
debenture bonds due June 30, 1967. Price—At par (in 
denominations of $500 each). Proceeds — For building 
Joan fund. Office—47 West 43rd St.. New York 26 N Y. 
Underwriter—None. wa 
@ Philip Morris, Inc., New York 
May 28 filed 385,000 shares of common stock (par $5) 
being offered in exchange for common stock of Milprint 
Inc., Milwaukee, Wis., on a share-for-share basis The 
offer, which became effective July 1, will expire om 
July 19. Underwriter—None. Lehman Brothers acted 
as intermediary in negotiating the transaction. : 

Phoenix Investment Co., Atianta . /8- 
June 14 filed 380,000 shares of pueenan aioe ease) 
Price—$5 per share. Proceeds—To be loaned to Peach- 
tree Road Development Corp. and to Mimosa Co in 
order to permit these companies to pay the “ir saat od ae 
contract prices and closing costs incident to the pur- 








Volume 186 Number 5652 


chase of certain parcels of land. Underwriters—Clement 
A. Evans & Co., inc., and The Robinson-Humphrey Co., 
Inc., both of Atlanta, Ga. 


Plymouth Fund, inc., Miami, Fla. 
Fev. 5 fited 500,000 shares of capital stock (par $i) 
Price—At market. Preceeds—For investment. Under- 
writer — Plymouth Bond & Share Corp., Miami, Fla 
Joseph A. Rayvis, also of Miami, is President. 


Potymer Corp., Reading, Fa. (715-16) 

June 20 filed 70.000 shares of common stock, class A 
(par $1). Price — To be supplied by amendment. Pro- 
ceeads—To retire bank loans. to purchase equipment, to 
advance additional working capital to company’s wholly- 
owned Engiish subsidiary, to acquire additional land and 
construct a new research development laboratory, and 
for other real estate purchases and working capital. Un- 
derwriier—A. G. Edwards & Sons, St. Louis, Mo. 


@ Precision Transformer Corp. (7 10) 


June 12 (ietter oi notification) $294,000 of 6% 10-year 
convertibie debentures due June 1, 1967 and 29,400 
share; of common sicck (par 20 cents) to be offered 


in units of $500 of debentures and 50 shares of stock 
at $510 per unit, or $100 of debentures and 10 shares 
of stock at $102 per unit. Proceeds — To repay out- 
standing indebtedness and for general corporate pur- 
pozes. Office—2218 W. Lake St., Chicago, Ill. Under- 
writer—John R. Boland & Co., Inc., New York. 

Public Service Electric & Gas Co. 
May 29 filed 250,000 shares of cumulative preferred 
stock (par $100). Price—To be supplied by amendment 
Proceeds—For construction program. Underwriter—Mer- 
rill Lynch, Pierce, Fenner & Beane, New York. Offering 
—Teiporariiy delayed. 

Pyramid Froductions, Inc., New York 
Sept. 27, 1956, filed 220,000 shares of com. stock (par $1) 
of which 200,000 shares are w ve ofiered to pubiic ano 
20.000 shares issued to underwriter. Price—$5 per share 
Proceeds—To retire $125,000 uf outstanding 15% dehen.- 
tures as well as a $173,180 debt to Trans-Union Produc- 


tions tne: and for workihg capital Bustness— | cie 
Hcian relencee Underwriter FEF L Aaron & Co. Nev 
York. Offering—Date indefinite. 

% Quaker City Mu uai Func, Inc. 

Jure 26 filed 100,090 snares of common stock (Dar oT}. 
Vriece--At market. Proceeds—-for investment. Office 


Philadelphia, Pa. 
% Ra.ston ru.ina Co., St. Leuis, fo. : 
vuiv 1 filed 75,000 sheres of con mon siock (par $5) to 
te offered fer subscription by certain of the company’s 
en.ployees pursuant to iis Stock Purchase Plan. 

nesuurce Fund, inc., New York 
March 29 filed 140,000 shares of common stock (par $1) 
Price—At market. Proceeds—For investment. Under- 
writer—None D. John Heyman of New York is Presi- 
dent. Investment Advisor—Kesource Fund Management 
Co., Inc., 60 Broadway, New York, N. Y. 
@ Rota Farking, Inc. 
Muy 13 (letter of notification) 275.000 shares of common 
stock being offered to stocknolders and to residents of 
St-te of Washington. Frice—At par ($1 per share). 
Proceecs—For expenses incident to development of a 
new concept of mechanical parking. Offiee—515 Mari- 
time Bide... 911 Western Ave.. Seattle, Wash. Under- 
writer—None. 

St. Louis Insurance Corp., St. Louis, Mo. 
March 27 filed 1,250 shares of class C cumuiative pre- 
ferred stock (par $57). Price—$97 per share. Proceeds 
—To R. M. Realty Co., who is the selling stockholder 
Underwriter — Yates, Heitner & Woods, St. Louis, Mo 
Offering—Expected in the near future. 

St. Faul Fire & Marine Insurance Co. . 
June 25 filed 417,000 shares of capital stock (par $6.25) 
to be offered in exchange for the outstanding capital 


stock of Western Life Insurance Co., Helena, Mont., at 
rate of 1.39 shares of St. Paul stock for each share of 
Western stock. The offer is condiitoned upon acceptance 
by holders of not less than 240,000 shares (80% ) of the 
outstanci vwwes.vern stock. Execnange Ageni—First Na- 
tional Bank & Trusi Co., Hel , Mont. 

© St. Regis Paper Co. 

april | titea 6 .v0O shares of common stock (par $5) 


to be offered u, exchange for common stock of St. Paul 
& Tacoma Lumber Co. on the basis of 56% shares of 
St. Regis stock tur each share of Lumber company stock 
The offer wil) be declared effective if 95% of the latter 
stock is deposiied for exchange (and may be declared 
effective at option of St. Regis if not lese thar ant 
of the stock is deposited State! fective June 21. 
% Sareze, Inc., Miami, Fia. 


ent € 


June 27 (letter .f notification) 50,000 shares of 30-cent 
cumulative co: vertible preferred stock (par $2) and 
50.009 shares cf common stock (par $1) to be offered 
in units of ore share of each class of stock. Price—$5 
per unit. Preec_ds—For working capital. Office—2621 
Northwest <1 ve.. Miami, Fia. Underwriter—Floyd 
>. ert. Jf. Chicago, [1]. 


% Seminole Gi) & Gas Corp., Tulsa, Okla. (7/15) 


June 24 (letter -f notification) 275,000 shares of com- 
mon stock (par five cents). Price—75 cents per share. 
Proceeds — F levelopment of oil and gas properties. 
Underwriter bert & Co., Inc., New York, N. Y. 
Sire Plan. -.- New York 

May 14 filedc 100,000 of nine-month 8% fund notes 
Price—At pa! denominations of $100 each). Proceeds 
—For work apital and other corporate purposes 


Underwriter 


® Sonoco F 
June 16 fil: 
being offere 


Plan Portfolios. Inc., New York. 

“+s Co., Hartsville, S. C. 

Ww shares of common stock (par $5) 
subscription by common stockholders 
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of record June 10, 1957; rights to expire on July 10. 
Of the unsubscribed stock, certain employees may sub- 
scribe for up to 10,000 snares. Price—To stockholders 
and employees, $25.75 per share; to public, $26.75 per 
share. Proceeds—For working capital. Underwriters— 
R. S. Dickson & Co., Inc., Charlotte, N. C.; and G. H. 
Crawford Co., Inc., Columbia, S. C. 


Southeastern Fund, Columbia, S. C. 

June 3 filed $2,000,000 of 642% sinking fund subordin- 
ated debentures due June 15, 1972, of which $1,500,000 
principal amount are to be offered for subscription by 
stockholders; the remaining $500,000 principal amount, 
plus any unsubscribed debentures, to be publicly of- 
fered. Rights will expire on July 15. Price—To stock- 
holders, 95% oi principal amount; and to public, at 
100%. Proceeds—! or working capital. Underwriters— 
Smith, Clanton & Co., Greensboro, N. C.; Powell & Co., 
Fayetteville, N. C.: and Frank S. Smith & Co., Inc., 
Columbia, S. C. Offering—Expected this week. 


Steadman Investment Fund, Inc., 
East Orange, N. J. 

May 10 filed 100,000 shares of common stock (par $1) 
to be offered in connection with merger into this Fund 
of Fund of Fortune, Inc., Fortune II, Inc., Fortune III, 
Inc. and Fortune IV, Inc. Underwriter — William Allen 
Steadman & Co., East Orange, N. J. Offering—Expected 
early in July. 
*% Stratford (John G.) Film Corp. 
June 27 (letter of notification) 199,999 shares of com- 
mon stock (par 25 cents). Price—$1.50 per share. Pro- 
ceeds—For production of films, working capital, ete. 
Office—113 West 57th St., New York. Underwriter — 
Joseph Mandell Co., New York. 


Strato-Missiles, Inc. 

June 7 (letter of notification) 300,000 shares of common 
stock (par 16 cents). Price—$1 per share, Proceeds—To 
develop Hatfield propulsion system, and other projects; 
for purchase of additional facilities and for working 
capital. Business—To produce machirerv and equip- 
ment. Office—70 East 45th St., New York, N. Y. Un- 
derwriter—Kesselman & Co., Inc., New York. 


Summers Gyrc-scepe Co. 
May 20 filed 250,080 shares of common stock (par $1) to 
oe offered for subscription by common stockholders of 
-ecord May 31, 1957 on the basis of two new shares for 
each five shares held. Price—$3 per share. Proceeds— 
For working capital and gener>l corporate purposes. 
Office —- Santa Monico. Calif. Underwriter — Daniel 
Reeves & Co., Beverly Hills, Calif. Offering—Expected 
in near future. 
% Tarzan Minirg Co., Lakewood, Coo. 
June 20 (letter cf notification) 4,000,000 shares of com- 
mon stock. Price—At par (five cents per share). Pro- 
ceeds — For mining expenses. Office — 350 Brentwood 
Ave., Lakewood, Colo. Underwriter—None. 


Tax Exempt Bond Fund, Inc., Washington, D. C. 
June 20 filed 40,000 shares of common stock. Price—$25 
per share. Proceeds — For investment. Underwriter— 
Equitable Securities Corp., Nashville, Tenn. 


® Telestudios, Inc. (7 10) 

June 14 (letter of notification) 180,000 shares of com- 
mon stock (par 10 cents). Price—$1.50 per share. Pro- 
ceeds — To purchase and install two Ampex videotape 
recorders, for equipment and working capital. Office— 
1481 Broadway, New York City. Underwriter—Joseph 
Mandell Co., New York. 


Texam Oil Corp., San Antonio, Texas 

May 29 filed 300,000 shares of common stock (par $1), 
to be offered for subscription by common stockholders 
of record March 15, 1957 on a basis of two new shares 
for each share held; rights to expire on July 20. Price 
—To be supplied by amendment. Proceeds—To repay 
indebtedness, for acquisition and exploration of oil and 
gas leases, for drilling and completion of wells, and for 
other corporate purposes. Underwriter—None. 


Texas Electric Service Co. (7/15) 

June 14 filed $16,000,000 of first mortgage bonds due 
July 1, 1987. Proceeds—-To repay advances from Texas 
Utilities Co., the parent, and for construction program. 
Underwriter—-For any bonds to be determined by com- 
petitive bidding. Probable bidders: Halsey, Sti. art & Co. 
Inc.; Kidder, Peabody & Co. and Merrill Lynch, Pierce, 
Fenner & Beane (jointly); Hemphill, Noyes & Co. and 
Drexel & Co. (jointly): The First Boston Corp.; East- 
man Dillon, Union Securities & Co.; Kuhn, Loeb & Co., 
Blyth & Co., Inc., and Lehman Brothers (jointly); Har- 
riman Ripley & Co. Inc. and Stone & Websier Securi- 
ties Corp. (jointly). Bids—Expected to be received up to 
noon (EDT) on July 15 at Room 2033, Two Rector St., 
New York, N. Y. 








Texas Glass Manufacturing Corp., Houston, Tex. 
May 28 filed 3,000,000 shares of common stock (par $1), 
of which 2,700,000 shares are to be offered to public at 
$2 per share. The remaining 300,000 shares are under 
option to original stockholders at $1 per share. Proceeds 
—For expansion and working capital. Underwriter—T. 
J. Campbell Investment Co., Inc., Houston, Texas. 


@ Thomas Industries, Inrc., Louisville, Ky. (7/15) 
June 25 filed 30.886 shares of class A common stock 
(par $1) and 1,000 shares of class B common stock (par 
$10), of which 25,886 class A shares and all of the class 
B shares are to be offered to public and 5,000 class A 
shares to employees of company and its subsidiaries. 
Price—To be supplied by amendment. Proceeds — To 
selling stockholders. Underwriters—Kidder, Peabody & 
Co., New York; and McCormick & Co., Chicago, Ill. 
(.tfering—Expected in July. 
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Titanic Oil Co. 
May 6 (letter of notification) 6,000,000 shares of common 
stock (par one cent). Price—Five cents per share. Pro- 
ceeds—For exploration of oil properties. Office — 704 
First National Bank Bldg., Denver, Colo. Underwriter— 
Wayne Jewell Co., Denver, Colo. 


Tracerlab, Inc., Waltham, Mass. (7/17) 
June 19 filed 200,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—To re- 
duce trade and other current indebtedness of company 
and its subsidiaries and for general corporate purposes. 


Underwriter — Lee Higginson Corp., Boston and New 
York. 


Trans World Airlines, Inc., New York 

May 28 filed 3,337,036 shares of common stock (par $5) 
being offered for subscription by common stockholders 
of record June 17, 1957 at the rate of one new share 
for each share held; rights to expire on July 8. Price— 
$13 per share. Proceeds—To pay for aircraft and other 
equipment. Underwriter—None. Hughes Tool Co., the 
holder of 2,476,142 shares of TWA common stock may 
purchase any unsubscribed shares, 


Tripac Engineering Corp. 
Feb 27 (letter of notification) 100,000 shares of class A 
common stock (par 10 cents). Price—$1.50 per share. 
Proceeds—For working capital; machine tools; equip- 
ment and proprietary development. Office — 4932 St. 
Elmo Ave., Bethesda 14, Md. Underwriter—Whitney & 
Co., Inc., Washington, D. C. 


% Tung-Sol Electric Inc. (7/24-25) 

July 4 iiled 100,000 shares of cumulative preferred stock 
(par $50), convertible prior to Aug. 1, 1967. Price—To 
be supplied by amendment. Proceeds—To reduce short- 
term bank loans and to increase working capital. Un- 
derwriter—Harriman Ripley & Co. Inc., New York. 


U. S. Semiconductor Products, Inc. 
April 11 filed 500,000 shares of common stock (par $1). 
Price — To be supplied by amendment. Proceeds — For 
ourchase of new materials and working capilal. Office 


— Phoenix, Ariz. Underwriter — Jonathon & Co., Los 
Angeles, Calif. 


Uranium Corp. of America, Portland, Ore. 
April 30 filed 1,250,000 shares of common stock (par 10 
cents). Price—To be supplied by amendment (expected 
to be $1 per share). Proceeds—For exploration purposes. 
Underwriter—To be named by amendment. Graham Al- 
bert Griswold of Portland, Ore., is President. 


Washington Water Power Co. (7/10) 
June 11 filed $30,000,000 of first mortgage bonds due 
1987. Price—To be supplied by amendment. Proceeds— 
To repay bank loans. Underwriters—Kidder, Peabody & 
Co.; Blyth & Co., Inc.; White, Weld & Co. and Laurence 
M. Marks & Co., all of New York. 


West Penn Power Co. (7/10) 
June 3 filed $20,000,000 of first mortgage bonds, series 
Q, due July 1, 1987. Proceeds—Together with proceeds 
from sale of about $12,400,000 of common stock in March 
and April, 1957, to carry out construction program. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Eastman 
Dillon, Union Securities & Co.; Kidder, Peabody & Co. 
and White, Weld & Co. (jointly); Lehman Brothers; The 
First Boston Corp.; W. C. Langley & Co.; Harriman Rip- 
ley & Cc. Inc. Bids—To be received up to 11 p.m. (EDT) 


on July 10 at office of West Penn Electric Co., 50 Broad 
Street, New York, N. Y. 


Western Hemisphere Petroleum Corp. (7/15-19) 
June 20 filed 400,000 shares of common stock (par 50 
cents). Price—To be supplied by amendment. Proceeds 
—For oil exploration and development in Canada, Cuba, 
Haiti, Honduras and other countries in the Western 
Hemisphere, and barite exploration in Columbia. Office 
—Tulsa, Okla. Underwriters—Sanders & Co. and Rau- 
scher, Pierce & Co., Inc., both of Dallas, Tex. 


Western Printing & Lithograp.iing Co. 

May 15 filed $3,037,640 of 5% serial notes due Dec. 1, 
1958 to 1967, inclusive being offered, together with 
cash, in exchange for 151,882 shares of capital stock of 
Kable Printing Co. (Ill.) on the basis of $20 of notes and 
$6 in cash for each share held. This offer which is to 
expire July 12, is conditioned upon the acceptance by 
holders of at least 130,000 shares of Kable stock (about 
85%). Holders of Kable stock who own less than 51 
shares will receive cash at the rate of $26 per share. 
Office—Racine, Wis. — Underwriter — None. Statement 
effective June 10. 

Wisconsin Telephone Co., Milwaukee, Wis. (7/9) 
June 13 filed $30,000,000 of 35-year debentures due 
July 1, 1992. Proceeds—To repay approximately $28,- 
500,000 of advances from American Telephone & Tele- 
graph Co., the parent, and for general corporate pur- 
poses. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; The First Boston Corp. Bids— 
Expected to be received up to 11 a.m. (EDT) on July 9 
at Room 2315, 195 Broadway, New York N. Y. 


Woodland Oil & Gas Co., Inc., New York 

May 28 filed 700,000 shares of common stock (par 10 
cents), of which 600,000 shares are to be offered for 
account of company and 100,000 shares for account of a 
selling stockholder, Ralph J. Ursillo, General Manager 
of the company. Price—$1.50 per share. Proceeds—To 
drill and complete oil wells on the company’s Pennsyl- 
vania and Kentucky properties and for two “deep tests” 
on its Pennsvlivania property, as well as for working 
capital. Underwriter—Name to be supplied by amend- 
ment. 
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Prospective Offerings 


Airborne Instruments Laboratory, Inc. 

May 16 it was announced company plans to issue and sell 
$2,000,000 of 15-year 544% unsecured subordinated con- 
wertible debentures. American Research & _Develop- 
gent Corp., owner of 31,500 shares or 15.8% of Air- 
borne’s stock, propose to purchase $320,000 of the new 
debentures. Proceeds—Together with $4,006,000 to be 
borrowed from institutional investors, for a building and 
expansion program. 


All States Freight, Incorporated, Akron, O. 
June 21 it was announced company plans to offer public- 
ay $2.250,000 of 15-year 6% debentures (Gwith common 
etock warrants). Proceeds—Together with funds from 
private sale of 425.000 shares of common stock at $4 per 
ghare to vay part of cost of purchase of an operating Car- 
rier truck line. Underwriter—Fulton, Reid & Co., Inc., 
Cleveland, Ohio. 


® Allied Paper Corp. 

June 10 it was reported company now plans to issue and 
sell $3,500,000 of subordinated convertible debentures, 
Proceeds—To build new mill at Kalamazoo, Mich. Under- 
writer — Glore,. Forgan & Co., Chicago, Ill., and New 
York. N. Y. Offering—lIndelinitely postponed. 


Aluminum Speciality Co. 
March 16 it was announced company plans to issue and 
sell 15.000 shares of $1.20 cumulative convertible pre- 
ferred stock series A (par $20). Underwriters—Emch & 
Co. and The Marshall Co., both of Milwaukee, Wis. 


Atlantic City Electric Co. 
April 9, Bayard L. England, President, announced that 
later this year the company will probably issue about 
$5,000.000 of convertible debentures, Preceeds—For con- 
struction program. Underwriter—-May be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.: Kuhn. Loeb & Co., American Securities Corp. 
and Wood, Struthers & Co. (jointly): White, Weld & Co. 
and Shields & Co. (jointly): The First Boston Corp, and 
Drexe! & Co. (jointly): Eastman Dillon, Union Securi- 
ties & Co. and Smith, Barney & Co. (jointly); Lee Hig- 
ginson Corp.: Blyth & Co., Inc. 


@ Bel! Telephone Co. of Pennsyivania 
April 25 it was announced company plans to issue and 
sell $50.000.000 of new debentures due 1997. This plan 
was dropped on June 27. Proceeds—Were to have been 
used to redeem $50,000,000 of 5% series C bonds. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.: Morgan Stanley 
& Co.: The First Boston Corp.: White, Weld & Co. and 
Eastman Dillon, Union Securities & Co. (jointly). Bids- 
Had been scheduled to be received up to 11 a.m. (EDT) 
on July 30. 

Byers (A. M.) Co. 
May 7 stockholders approved a proposal to authorize a 
mew class of 100,000 shares of cumulative preference 
stock (par $106) and to increase the authorized out- 
standing indebtedness to $15,000,000, in connection with 
its proposed recapitalization plan. There are no specific 
objectives involved. Control—Acquired by General Tire 
& Rubber Co. in 1956. Underwriter—Dillon, Read & Co., 
Inc., New York, handied previous preferred stock financ- 
ing, while Kidder, Peabody & Co. underwrote General 
Tire & Rubber Co. financing. 

Central Hudson Gas & Electric Corp. 
April 22 it was announced company plans to issue and 
sell this vear, probably in the fall, approximately $7,- 
500.000 of sinking fund debentures. Proceeds—To finance 
construction program. Underwriter—Probably Kidder, 
Peabody & Co., New York. 

Central Illinois Public Service Co. 
April 9 it was reported company plans to issue and sell 
$10,000,000 of 1st mtge. bonds.Proceeds—To reduce bank 
Joans and for construction program. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler; 
Equitable Securities Corp.; Eastman Dillon, Union Secu- 
rities & Co.; Blyth’ & Co., Inc.; Kidder, Peabody & Co.; 
and Merrill Lynch, Pierce, Fenner & Beane (jointly); 
Kuhn, Loeb & Co. and A. C. Allyn & Co., Inc, (jointly). 
Offering—Expected late in 1957. 

Central Louisiana Electric Co., Inc. 
April 8 it was announced company plans to issue and 


e6ell late this year $6,000,000 of first mortgage bonds. 
Proceeds — Together with $4,500,000 of 453% 12-year 


convertible debentures placed privately, to be used to 
repay bank loans and for construction program. Un- 
derwriters—Kidder, Peabody & Co. and White, Weld & 
Co. about the middle of last year arranged the private 
placement of an issue of $5,000,000 series G first mort- 
gaze bonds. 

Chesapeake Industries, Inc. 
June 3 it was reported company plans early registra- 
tion of $3,500,000 of 5'2% collateral trust sinking fund 
bonds due 1972 and 350,000 shares of common stock. Each 
$10 of bonds will carry a warrant to purchase one share 
of common stock. Underwriter — Van Alstyne, Noel & 
Co., New York. 
% Chicago & North Western Ry. (7 15) 
July 1 it was announced company at Room 1114. 400 
West Madison St., Chicago 6, I1l., will up to noon (CDT 
on July 15 receive bids for the purchase from it at pai 
of $8,000,000 collateral trust notes to mature in 10 semi- 
annual installments. Proceeds—To purchase common 
stock of Litchfield Ry. for the purpose of effecting a 
qnerger between the two companies, 
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® Chicago, Rock Isiand & Pacific RR. (7/18) 
Bids will be received by the company on July 18 for 
the purchase from it of $3,000,000 equipment trust cer- 
tificates due semi-annually from Feb. 1, 1958 to Aug. 1, 
1972, inclusive. Probable bidders: Halsey, Stuart & Co. 
Inc.; Salomon Bros. & Hutzler, 


Cleveland Electric IMuminating Co. 

Nov. 12 it was reported company plans to issue and sell 
$25,000,000 of first mortgage bonds in the Summer of 
1957. Proceeds—To repay bank loans and for construc- 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; The First Boston Corp.; Blyth & Co., Inc.; Dil- 
ion, Kead & Co. Inc.; Blair & Co. Inc.. and Baxter, Wil- 
liams & Co. (jointly); Glore, Forgan & Co.; White, 
Weld & Co. 


® Coastal Transmission Corp. 

July 1 it was reported the company plans to offer pub- 
licly about 191,000 units of securiiies for about $20,000,- 
000 (each unit expected to consist of a $25 debenture or 
$35 interim note and five shares of $l par common 
stock). Proceeds—Together with other funds, for con- 
struction program. Underwriters—Lehman Brothers and 
Allen & Co., both of New York. 


® Columbia Gas System, Inc. (10 3) 
June 6, company announced that it plans the issuance 
and sale of $25,000,000 debentures later in 1957. Pro- 
ceeds—To help finance 1957 construction program, which 
is expected to cost approximately $84,000,000. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley 
& Co.; Merrill Lynch, Pierce, Fenner & Beane and 
White, Weld & Co. (jointly). Bids—Expected to be re- 
ceived on Oct. 3. 

Columbus & Southern Ohio Electric Co. 
Feb. 21 it was reported that company plans to issue and 
sell in the Fall $8,000,000 of cumulative preferred stock. 
Underwriter—Dillon, Read & Co. Inc., New York. 

Commerce Oil Refining Co. 
June 10 it was reported this company plans to raise 
about $64,000,000 to finance construction on a proposed 
refinery and for other corporate purposes. The major 
portion will consist of first mortgage bonds which would 
be placed privately, and the remainder will include de- 
bentures and common stock (attached or in units). Un- 
derwriter—Lehman Brothers, New York. Offering—Ex- 
pected in August. 
%* Commonrweaith Edison Co. 
June 25 company stated that it plans to offer $25,000,000 
to $50,000,000 of new securities, possibly after Labor 
Day. Proceeds—For construction program. Underwriter 

(1) For any preferred stock, may be The First Boston 
Corp. and Glore, Forgan & Co. (jointly). (2) For any 
bonds, to be determined by competitive bidding. Prob- 
oble bidders: Halsey, Stuart & Co. Inc.; The First Boston 
Corp.; Glore, Forgan & Co. 

Connecticut Light & Power Co. 
Feb. 18, it was reported company plans to sell not less 
than $20,000,000 of first mortgage bonds, possibly this 
Fall, depending upon market conditions. Proceeds—For 
construction program. Underwriter — Putnam & Co., 
Hartford, Conn.; Chas. W. Scranton & Co., New Haven, 
Conn.; and Estabrook & Co., Boston, Mass. 

Consolidated Edison Co. of New York, Inc. 
May 20, H. R. Searing, Chairman, said the company will 
probably sell a new issue of first and refunding mortgage 
bonds later on this year. [On Oct. 24, 1956, $40.000,000 
of these bonds, series M, due 1986, were offered and 
sold.| Proceeds—From this issue and from bank loans, 
to pay part of the cost of the company’s 1957 construc- 
tion program which is expected to total about $146,006,- 
000. Underwriter — To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; The First Boston Corp. 
® Concolidated Natural Gas Co. (9 17) 
May 9 it was announced company plans to issue and sell 
$25.000,000 25-vear Cebentures. Underwriter—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; White, Weld & Co. and Paine, 
Webber, Jackson and Curtis (jointly); Morgan. Staniey 
& Co. and the First Boston Corp. (jointly. Bids—Ex- 
pected to be received up to 11:30 a.m. (EDT) on Sept. 17. 

Consumers Power Co. 
April 22 it was reported company plans to issue and sel] 
$40,000,000 of first mortgage bonds this Fall. Proceeds— 
To repay bank loans and for construction program. Un- 
derwriter — To be determined by competitive bidding 
Probable bidders: Halsey, Stuart & Co. Inc.: White, Weld 
& Co. and Shields & Co. (jointly); Morgan Stanley & 
Co.: The First Boston Corp. and Harriman Ripley & Co. 
Inc. (jointly). 
® Detroit Edison Co. 
June 27 company announced Michigan P. U. Commission 
has authorized issue and sale of $70,000,000 general and 
refunding mortgage bonds, series P, due 1987. Proceeds 
—To repay bank loans and for construction program. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: The First Boston Corp. and Halsey, 
Stuart & Co. Inc. (jointly); Coffin & Burr, Inc., and 
Spencer Trask & Co. (jointly). Offering—Expected in 
August. 

Duke Power Co. (9/10) 
April 22 it was reported company plans to issue and sell 
$50,000,000 of first refunding mortgage bonds. Proceeds 
—To repay bank loans and for new construction. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; The First Bos- 
ton Corp.; Morgan Stanley & Co.: Stone & Webster 
Securities Corp. Bids—Tentatively scheduled to be re- 
ceived on Sept. 10. 


Eastern Gas & Fuel Associates 
April 3 it was announced company may need additional 
capital of between $25,000,000 and $35,000,000 during the 
next two years. Underwriter—For any bonds to be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; White, Weld 
& Co., and Kidder, Peabody & Co. (jointly). 


¥% Employers Group Associates 

July 1 it was announced company plans to file a regis- 
tration statement with the SEC covering the proposed 
issuance and sale of up to 88,761 additional shares of 
capital stock to be offered for subscription by stock- 
holders on the basis of one new share for each four 
shares held. Price—To be supplied by amendment. Pro- 
ceeds—For working capital and general corporate pur- 
poses. Underwriter—Morgan Stanley & Co., New York. 


First National City Bank of New York 

June 25 this bark oftered its stockholders the right to 
subscribe for 2,000.000 additional shares of capital stock 
(par $20) on the basis of one new share for each five 
shares held as of June 24, 1957; rights to expire on 
July 22. Price—$60 per share. Preceeds—To increase 
capital and surplus. Underwriter — The First Boston 
Corp., New York. 


General Telephone Co. of California 
May 3 it was announced application has been made to 
the California P. U. Commission for authority to issue 
and sel! 500,000 shares of 5% cumulative preferred stock 
(par $20). Proceeds—For construction program. Under- 
writers—Paine, Webber, Jackson & Curtis, Boston, Mass.; 
and Mitchum, Jones & Templeton, Los Angeles, Calif. 


General Tire & Rubber Co. 
May 10 it was reported that this company is considering 
an issue of convertible subordinated debentures, probe 
ably around $15,000,000, which may first be offered for 
subscription by common stockholders. Proceeds—For 
working capital. Underwriter—Kidder, Peabody & Co., 
New York. 

Goodman Manufacturing Co., Chicago, Il. 
June 21 it was announced company plans to issue and 
sell 150,000 shares of capital stock (par $16.662:), fol- 
lowing approval on Aug. 5 of 3-for-1 split up of present 
$50 par stock. Proceeds—For general corporate purposes. 

Great Northern Ry. (7 17) 
Bids are expected by the company to be received on 
July 17 for the purchase from it of $4,965,000 equipment 
trust certificates. Probable bidders: Halsey, Stuart & Co. 
Inc.; Salomon Bros, & Hutzler. 


Gulf Interstate Gas Co. 
May 3 if was announced company plans to issue some 
additional first mortgage bonds, the amount of which has 
not yet been determined. Preceeds — For construction 
program. Underwriters—Carl M. Loeb, Rhoades & Co. 
and Merrill Lynch, Pierce, Fenner & Beane. 

Gulf States Utilities Co. 
March 4 it was reported company plans to issue and 
sell $16,000,000 first mortgage bonds in November. Pro- 
ceeds—To repay bank loans and for construction pro- 
gram. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Ine.; 
Merrill Lynch, Pierce, Fenner and Beane and White, 
Weld & Co. (jointly); Salomon Bros. & Hutzler and 
Eastman Dillon, Union Securities & Co. (jointly); Kuhn, 
Loeb & Co. and A. C. Allyn & Co. Inc. (jointly); Stone 
& Webster Securities Corp.; Lee Higginson Corp. 

Gulf States Utilities Co. 
April 8 it was reported company tentatively plans to 
issue and sell some preferred stock this year. Proceeds 
—To finance construction program. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Stone & Webster Securities Corp.; Lehman Bro- 
thers and Equitable Securities Corp. (jointly); Lee Hig- 
ginson Corp. and Carl M. Loeb, Rhoades & Co. (iointly); 
Kuhn, Loeb & Co.; Glore, Forgan & Co. and W. C. Lang- 
ley & Co. (jointly). 

Hanna Stee! Co., Birmingham, Ala. 
April 8 it was reported company plans to issue and sel] 
120,000 shares of class A common stock. Price—$5 per 
share. Underwriters—Cruttenden, Podesta & Co., Chi- 
cago, Ill.; and Odess, Martin & Herzberg, Inc., Birming- 
ham, Ala. Offering—Expected in June. 
% Hathaway (C. F.) Co., Waterville, Me. 
June 24 it was announced company plans soon to offer 
to its common stockholders some additional common 
stock. Underwriter—Probably H. M. Payson & Co., Port- 
land, Me. 

Houston Lighting & Power Co. 
Feb. 13 it was reported company may offer late this 
Fall approximately $25,000,000 first mortgage bonds, but 
exact amount, timing, etc. has not yet been determined. 
Underwriter—To be determined by competitive bidding, 
Probable bidders: Halsey, Stuart & Co. Inc.; Equitable 
Securities Corp.; Lehman Brothers, Eastman Dillon, 
Union Securities & Co. and Salomon Bros. & Hutzler 
(jointly); Lazard Freres & Co. and Blyth & Co., Ine, 
(jointly); Kidder, Peabody & Co. 

idaho Power Co. 
May 16 it was reported company plans to issue and sell 
around 200,000 to 225,000 shares of common stock in the 
Fall in addition to between $10,000,000 to $15,000,000 
first mortgage bonds after Nov. 1. Underwriter—To be 
determined by competitive bidding. probable bidders: 
(1) For bonds—Halsey, Stuart & Co. Inc.; Salomon Bros, 
& Hutzler and Eastman Dillon, Union Securities & Co. 
(jointly); Blyth & Co. Inc., Lazard Freres & Co. and 
The First Boston Corp. (jointly); Kidder, Peabody & 
Co. and White, Weld & Co. (jointly); Equitable Securi- 
ties Corp. (2) For stock—Kidder: Peabodv & Co.; Blyth 
& Co., Inc., and Lazard Freres & Co. (jointly). 
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Indiana & Michigan Electric Co. (10/15) 
May 20 it was reported company plans to issue and sell 
$20,000,000 of first mortgage bonds due 1987. Proceeds 
—For reduction of bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Harriman Ripley & Co. Inc.; The First Boston 
Corp.; Eastman Dillon, Union Securities & Co. Bids— 


Tentatively expected to be received up to 11 a.m. (EST) 
on Oct. 15. 


Indianapolis Power & Light Co. 

Nov. 23, 1956, H. T. Prichard, Pres., announced that pres- 
ent pias contemplate au issue of $6,000,000 of preferred 
stock some time in 1957 if market conditions make it 
feasible, and an issue of $8,000,000 in bonds in 1958. Tem- 
porary bank loans are available and probably will be 
utilized, during at least part of 1957. Additional secu- 
rities will need to be sold in 1959 and 1960, amounting 
to approximately $14,000,000. Proceeds—To repay bank 
loans and for new coustruction. Underwriter—May be 
Lehman Brothers, Goldman, Sachs & Co. and The First 
Boston Corp., who underwrote last equity financing. 


lowa Southern Utilities Co. 

April 2 it was announced company plans to issue and 
sell $5,000,000 of first mortgage bonds later this year. 
Proceeds — To repay bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co, 
Inc.; Kuhn, Loeb & Co.; White, Weld & Co.; Lehman 
Brothers, and Bear, Stearns & Co. (jointly) Equitable 
Securities Corp. and Salomon Bros. & Hutzler (jointly); 
The First Boston Corp.; Dean Witter & Co. 


Jefferson Lake Sulphur Co. 
Dec. 27, 1956, Eugene H. Walte, Jr., announced company 
plans in the near future to sell an issue of convertible 
debentures. Proceeds—For expansion program. 


Long Island Lighting Co. 

April 16 it was announced company plans to sell later 
this year $40,000,000 of rist mortgage bonds, series J. 
Proceeds—To refund $12,000,000 of series C bonds due 
Jan. 1, 1958 and for construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; The First Boston 
Corp. and Blyth & Co. Inc. (jointly); W. C. Langley & 
Co. and Smith, Barney & Co. (jointly). 


Louisville Gas & Eiectric Co. (9/4) 

May 14 it was reported company plans to issue and sel] 
$15,000,000 of first mortgage bonds. Proceeds—To repay 
bank leans and for construction program. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb & Co. and 
American Securities Corp. (jointly); Kidder, Peabody & 
Co. and Goldman, Sachs & Co. (jointly); Harriman Rip- 
ley & Co. Inc.; Lehman Brothers and Blyth & Co., Ine. 
(jointly); The First Boston Corp.; Eastman Dillon, Union 
Securities & Co. and White, Weld & Co. (jointly). Bids 
—Tentatively scheduled to be received on Sept. 4. 


Mangel Stores Corp. 
June 19 it was reported carly registration statement is 
expected of an issue cf $3,000,000 of convertible de- 
bentures due 1972. Underwriter—Lee Higginson Corp., 
New York. 


Manufacturers National Bank of Detroit (7/10) 
June 16 it was announced stockholders on July 9 will 
vote on approving a proposed offering to stockholders of 
156.607 additional shares of capital stock (par $10) on 
the basis of one new share for each seven shares held as 
of July 10; rights to expire on July 26. Price To be 
named later. Proceeds—To increase capital and surplus. 
Underwriters — Blyth & Co., Inc.; First of Michigan 
Corp.; and Watling, Lerchen & Co. 

Middle South Utilities, Inc. 

May 8 it was announced company may consider an offer- 
ing of new common stock within the next year or so. 
Proceeds—About $19,000,000, for investment in common 
stocks of the System operating companies during the 
three-year period 1957, 1958 and 1959. Underwriter— 
Previous stock offering was to stockholders, without 
underwriting, with oversubscription privileges. 


% Minneapolis, St. Paul & Sault Ste. Marie RR. 
(7/41) 
Bids will be received by this company at the First 
National-Soo Line Bldg., Minneapolis 2, Minn., up to 
noon (CDT) on July 11 for the purchase from it of 
$1,740,000 equipment trust certificates, series D, dated 
1957 and to mature in 30 equal semi-annual in- 


Aug. 1, 
$58,000 each. Probable bidders: Halsey, 





stallments of 
Stuart & Co., Inc.; Salomon Bros. & Hutzler. 


New England Electric System 
May 23 it was announced SEC has approved the merger 
of the five following subsidiaries: Essex County Electric 
Co.; Lowell Electric Light Corp.; Lawrence Electric Co.; 
Haverhill Electric Co. and Amesbury Electric Light Co., 
into one company. This would be followed by a $20,- 
000,000 first mortgage bond issue by the resultant com- 
pany, to be known as Marrimack-Essex Electric Co. 
Underwriter—May be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co. Inc.: Kuhn, 
Loeb & Company; Salomon Bros. & Hutzler; Eastman 
Dillon, Union Securities & Co., and Wood. Struthers & 
Co. ( jointly); Lehman Brothers; The First Boston Corp.; 
Equitable Securities Corp.; Merrill Lynch, Pierce, Fen- 
ner & Beane; Kidder, Peabody & Co., and White, Weld 
& Co. (jointly). Offering—Expected in first half of 
1957. 
New Jersey Bell Telephone Co. (9 11) 
May 1 it was announced company plans to issue and sel) 
$30,000,000 of debentures. Preceeds—Together with pro- 
ceeds from sale of 900,000 shares of common stock ( par 
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$100) to parent, American Telephone & Telegraph Co., 
will be used to pay for expansion program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb & Co.; 
Morgan Stanley & Co.; Shields & Co.; White, Weld & 
Co.; The First Boston Corp. Bids—Tentatively expected 
to be received on Sept. 11. 


New Jersey Power & Light Co. 
Sept. 12, 1956, it was announced company plans to issue, 
and sell $5,000,000 of first mortgage bonds. Underwriter— 
lo be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co.; Kuhn, Loeb & Co., Leh- 
man Brothers and Salomon Bros. & Hutzler (jointly); 
Eastman Dillon, Union Securities & Co. and White, Weld 
& Co. (jointly); Equitable Securities Corp.; The First 
Boston Corp.; Merrill Lynch, Pierce, Fenner & Beane. 


Niagara Mohawk Power Corp. 
April z2 it was reported company tentatively plans to 
issue and sell this fall about $40,000,000 of bonds. Un- 
derwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp.; Morgan Stanley & Co.; Kuhn, Loeb & Co, 
and Eastman Dillon, Union Securities & Co, (jointly). 


Norfolk & Western Ry. (7/31) (9/18) 
Bids are expected to be received by the company up to 
noon (EDT) on July 31 and Sept. 18 for the purchase 
from it of $8,580,000 additional equipment trust certifi- 
cates in two installments. Probable bidders: Halsey, 
Stuart & Co. Inc.; Salomon Bros. & Hutzler. 


% Northern Illinois Gas Co. (9 24) 

July 1 this company announced that it is planning to 
raise between $8,000,000 and $10,000,000 early this fall. 
No decision has been made as to the form of the pro- 
posed financing, but no consideration is being given to 
saie of common stock or securities convertible into com- 
mon stock. Proceeds—For construction program. Under- 
writer—lor any bonds, to be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
The First Boston Corp.; Glore, Forgan & Co.: Blyth & 
Co., Inc. Bids—Expected to be received on Sept. 24. 


Ohio Power Co. (11/19) 

May 15 it was reported that this company now plans to 
issue and sell $28,000,000 of first mortgage bonds and 
70,000 shares of $100 par value preferred stock. Pro- 
ceeds—To repay bank loans. Underwriter—To be de- 
termined by competitive bidding. Probable bidders: 
(1) For bonds—Halsey, Stuart & Co. Inc.; The First Bos- 
ton Corp.; Blyth & Co., Inc.; Eastman Dillon, Union Se- 
curities & Co. and Salomon Bros. & Hutzler (jointly). 
(2) For preferred stock—Eastman Dillon, Union Securi- 
ties & Co. and Salomon Bros. & Hutzler (iointly); Harri- 
man Ripley & Co. Inc. and Stone & Webster Securities 
Corp. (jointly); The First Boston Corp.; Blyth & Co., 
Inc.; Kuhn, Loeb & Co.; Lehman Brothers. Bids—Ex- 
pected to be received up to 11 a.m. (EST) on Nov. 19. 


Pacific Telephone & Telegraph Co. 

May 24 it was announced company plans to offer to its 
stockholders the right to subscribe for 1,822,523 addi- 
tional shares of common stock on the basis of one new 
share for each six shares of common stock and/or pre- 
ferred stock held. Price—At par ($100 per share). Pro- 
ceeds—To repay advances from parent. Underwriter— 
None. American Telephone & Telegraph Co. owns 
89.6% of the voting stock of Pacific T. & T. Co. Offer- 
ing—Expected some time in August. 





Pacific Telephone & Telegraph Co. (8/20) 
May 24 it was announced company plans to issue and 
sell $90,000,000 of new 23-year debentures due 1980. 
Proceeds—To repay advances from parent and for im- 
provements and additions to property. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. 
Bids—Expected to be received on Aug. 20. Registration 
—Expected in the latter part of July. 


Pennsylvania Electric Co. 

Sept. 12, 1956 it was announced company plans to issue 
and sell $6,000,000 of first mortgage bonds. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Merrill Lynch, Pierce, 
Fenner & Beane, Eastman Dillon, Union Securities & 
Co. and White, Weld & Co. (jointly); Equitable Securi- 
ties Corp.; The First Boston Corp.; Harriman Ripley & 
Co. Inc.; Kuhn, Loeb & Co. 


Permian Basin Pipe Line Co. 

May 20 it was announced company, a subsidiary of 
Northern Natural Gas Co., may issue about $25,300,000 
of new securities, in the following form: $15,000,000 of 
mortgage bonds, $3,700,000 of preferred stock and $6,- 
600,000 of common stock. Proceeds—To repay advances 
of $9,300,000 from parent, and the remaining $16,000,000 
for new construction. Underwriter — Glore, Forgan & 
Co., New York. 


Philadelphia Electric Co. 

Feb. 14 it was announced the company plans to issue 
and sell in the second half of 1957 additional first mort- 
gage bonds. Proceeds—For expansion program, Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; White, Weld & 
Co.; The First Boston Corp.; Morgan Stanley & Co. and 
Drexel & Co. (jointly). : 


*% Philadelphia Electric Co. 

June 28 it was announced company plans issue and sale 
of additional bonds later this year. Proceeds—For con- 
struction program. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 


& Co. Inc.; White, Weld & Co.; The First Boston Corp.; 
Morgan Stanley & Co. and Drexel & Co. (jointly). 
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Public Service Co. of Indiana, Inc. 

Feb. 11 it was announced that it is expected that a new 
series of first mortgage bonds (about $25,000,000 to 
$30,000,000) will be issued and sold by the company 
during the year 1957. Proceeds—To repay bank loans 
(amounting to $25,000,000 at Dec. 31, 1956) and for new 
construction. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co, 
Inc.; Blyth & Co., Inc.; The First Boston Corp.; Harri- 
man Ripley & Co. Inc.; Glore, Forgan & Co.; Kuhn, Leeb 
& Co., Salomon Bros, & Hutzler and Eastman Diléon, 
Union Securities & Co. (jointly). 


Purex Corp., Ltd. (Calif. ) 
April 30 it was announced that proceeds of at least §1,- 
200,000 are to be received by the company prior to July 
1, 1957 from the sale of new capital stock and used for 
working capital. Underwriter—May be Blyth & Co., Inc., 
San Francisco and New York. 


San Diego Gas & Electric Co. 
April 23, E. D. Sherwin, President, announced that com- 
pany will probably raise about $7,500,000 late this fall 
through the sale of preferred stock. Underwriter—Blyth 
& Co., Inc., San Francisco, Calif. 


Siegler Corp. 


June 25 it was announced company plans to issue and 
sell in September or October of this year a maximum of 
200,000 additional shares of common stock. Underwriter 
—William R. Staats & Co., Los Angeles, Calif. 


South Carolina Electric & Gas Co. 


Jan. 14 it was reported company plans to issue and sell 
$10,000,000 of first mortgage bonds. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp. and 
Lehman Brothers (jointly); Kidder, Peabody & Ca; 
Eastman Dillon, Union Securities & Co. Bids—Not ex- 
pected to be received until next Fall. 


Southern Pacific Co. (7/25) 
Bids are expected to be received by the company on July 
25 for the purchase from it of approximately $9,000,000 
of equipment trust certificates. Probable bidders: Halsey, 
Stuart & Co. Inc.; Salomon Bros. & Hutzler. 


Southern Union Gas Co. 
May 16 it was reported company plans to issue and sell 
about $10,000,000 of debentures this summer. Preceeds— 
For construction program. Underwriter—May be Blair 
& Co. Incorporated, New York. 


Southwestern Bell Telephone Co. (10/1) 


May 24 directors approved the issuance of $100,000,000 
new debentures. Proceeds— For expansion program, 
Underwriter—To be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co. Ine.; 
Morgan Stanley & Co. Bids — Tentatively expected to 
be received on Oct. l. 


Transocean Corp. of California 


May 21 it was announced company plans a public offer- 
ing of securities to provide about $6,700,000 of new 
working capital. 


®@ Utah Power & Light Co. (9/24) 


March 12 it was announced company plans to issue and 
sell about $15,000,000 of first mortgage bonds due 1987. 
Proceeds — To repay bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; The First Boston Corp. and Blyth & Co., Inc 
(jointly); Salomon Bros. & Hutzler; Eastman Dillon, 
Union Securities & Co. and Smith, Barney & Co. (joint- 
ly); Lehman Brothers and Bear, Stearns & Co. (jointly); 
White, Weld & Co. and Stone & Webster Securities Corp, 
(jointly); Kidder, Peabody & Co. Bids — Tentatively 
scheduled to be received on Sept. 24. 


@ Utah Power & Light Co. (9/24) 

March 12 it was also announced company plans to offer 
to the public 400,000 shares of common stock. Under- 
writer—To be determined by competitive bidding. Prob= 
able bidders: Kidder, Peabody & Co. and Merrill Lynch, 
Pierce, Fenner & Beane (jointly); Eastman Dillon, 
Union Securities & Co. and Smith, Barney & Co, (joint- 
ly); Lehman Brothers; Blyth & Co., Inc. Bids—Tenata-~ 
tively scheduled to be received on Sept. 24. 


Virginia Electric & Power Co. (12/3) 
March 8 it was announced company plans to sell $20,- 
000.000 of first mortgage bonds. Probable bidders for 
bonds may include: Halsey, Stuart & Co. Inc.; Kuhn, 
Loeb & Co. and American Securities Corp. (jointly); 
Salomon Bros. & Hutzler; Eastman Dillon, Union Secu- 
rities & Co.; Stone & Webster Securities Corn.; White, 
Weld & Co. Bids—Expected to be received on Dec. 3. 


Wisconsin Public Service Co. 

May 29 it was announced company plans to issue and 
sell about $7,000,000 of first mortgage bonds and about 
$5,000,000 common stock. Proceeds — For construction 
program and to repay bank loans. Underwriters - (1) 
For bonds. to be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kidder, 
Peabodv & Co.: The First Boston Corp.; Merrill Lynch, 
Pierce, Fenner & Beane; Salomon Bros. & Hutzler and 
Eastman Dillon, Union Securities & Co. (jointly); Dean 
Witter & Co.: Lehman Brothers; White, Weld & Co. (2) 
For any common stock (first to stockholders on a 1-for- 
10 basis): The First Boston Corp., Merrill Lynch, Pierce, 
Fenner & Beane, Robert W. Baird & Co. and Williana 
Blair & Co. (jointly). Registration—Of bonds in Sep- 
tember; and of stock in August. 
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Business 
Man’s 


Bookshelf | 


American Association of Advertis- 
ing Agencies Roster and Organi- 
zation for 1957 — American 
Association of Advertising 
Agencies, 420 Lexington Ave- 
nue, New York 17, N. Y.—paper. 

Apprenticeship Past and Present 
—U. S. Department of Labor, 
341 Ninth Avenue, New York 1, 
N. Y.—20c 

Bending the Twig—The Revolu- 
tion in Education and Its Effect 
on Our Children—Augustin G. 
Rudd — Heritage Foundation, 
Inc., 121 West Wacker Drive, 
Chicago 1. I11.—$3.95. 


Consumer and Antitrust, The — 
Jules Joskow and Irwin M. Stel- 
zer—Council on Consumer In- 
formation, Colorado State Col- 
lege, Greeley, Colo. — paper — 
50c. 

Consumer Instalment Credit: Fi- 
nancing New Car Purchases— 
Board of Governors of Federal 
Reserve System—Superintend- 
ent of Documents, U. S. Govern- 
ment Printing Office, Washing- 
ton 25, D. C.—paper—60c. 


Four Ways to Be Sure It Can’t 
Happen Here — Booklet analyz- 
ing bank frauds and describing 
preventive measures — Cum- 
mins-Chicago Corporation, 4740 
North Ravenswood Avenue, Chi- 
cago 40, Ill.—paper—on request. 

Learning to Live as a Widow—Dr. 
Marion Langer—Gilbert Press, 8 
West 40th Street, New York, 
N. Y.—$3.95. 

Liquor Handbook, 1957— Davidson 
Publishing Company, 405 East 
Superior Street, Duluth 2, Minn. 
— hard-bound $7.50; paper - 
bound, $5. 

New England Economic Almanac 
—Federal Reserve Bank of Bos- 
ton, 30 Pearl Street, Boston, 
Mass.—paper—on request. 

Ninety-Eighth Preliminary Report 
of the Superintendent of Insur- 
ance to the 1957 Legislative for 
the Calendar Year 1956—State 
of New York Insurance Depart- 
ment, Albany, N. Y.—paper. 

Our Manpower Future 1955-65— 
U. S. Department of Labor, 341 
Ninth Avenue, New York 1, 
N. Y.—30c 

Outloek for Business for Last Six 
Months of 1957 — Views of 12 
executives for their industries— 
First National Bank of Chicago, 
Dearborn, Monroe and Clark 
Streets, Chicago 90, I11.—paper. 

Railway Progress —July 1957 —~ 
Federation for Railway Prog- 
ress, 1430 K Street, N.W., Wash- 
ington, D. C.—single copy 35c; 
1 year’s subscription $3. 

Regulation of Natural Gas — Dr. 
James W. McKie — American 
Enterprise Association, 1012 
Fourteenth Street, N. W., Wash- 
ington 5, D. C. — paper — $1 
(quantity prices on request). 

Studies of the Economic Effects 
of the $1 Minimum Wage — 
U. S. Department of Labor, 341 
Ninth Avenue, New York 1, 
N. Y.—60c 

Swing Trading—Donald W. Mar- 
tin— Donald W. Martin. 3354 
Granada Avenue, San Diego 4, 
Calif.—paper—$4.75. 

Women Workers — Women in 
Higher-Level Positions, 25c; 
Job Horizons for the College 
Woman, 25c; 1956 Handbook on 
Women Workers, 35c; New 
Teachers for the Nation’s Chil- 
dren, 20c—U. S. Department of 
Labor, 341 Ninth Avenue, New 
York 1, N. Y. 
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The State of Trade and Industry 


year’s first-half and ranked second only to the 4,257,154 cars 
built in January to June period of 1955. 

It found Chrysler Corp. United States plants in 1957 operat- 
ing 51.6% and Ford Motor Co. 16.8% ahead of last year’s pace. 
General Motors Corp. and American Motors plus Studebaker- 
Packard Corp. combined, showed declines of 10.7% and 22.9%. 

“Ward’s” counted last week’s industry car production at 124,- 
494 units, or a 4.8% rise from the preceding week’s 118,805 total. 
The same week last year netted 103,034 completions. 

The weekly gain gave June 497,500 car assemblies, or 15% 
more than the 430,373 last year; it stemmed from resumption of 
Lincoln and Mercury output at the Wayne, Mich., plant following 
the closedown the week before, plus termination of the strike at 
Ford’s Dallas, Texas factory. 

De Soto, meanwhile, began a two-week inventory shutdown 
during the week but Plymouth and Chrysler divisions of Chrysler 
Corp. scheduled output for Saturday, ‘““Ward’s” noted. 

The industry’s January-June truck volume of 573,410 esti- 
mated completions was 3.7% below the 595,513 in the like period 
of 1956. 


Consumers added $369,000,000 to their instalment debt dur- 
ing May, the Federal Reserve Board reported. The increase was 
slightly higher than in the year-ago month, but fell well below 
the like month of 1955. 

Last year instalment debt rose $344,000,000 during May, while 
the increase two years earlier amounted to $617,000,000. 

The Board said instalment debt outstanding totaled $31,900,- 
000,000 at the end of May—a $2,100,000,000 increase over a year 
earlier. With non-instalment debt—such as service credit, charge 
accounts, and single-payment loans—included, total consumer 
debt mounted to $41,700,000,000 at the end of May. This was 
nearly $2,800,000,000 higher than a year earlier. 

May’s climb in instalment debt was the largest monthly in- 
crease of the year, but such debt normally rises more rapidly 
during the spring auto-buying season. In April consumer instal- 
ment debt rose $259,000,000. 

Auto debt alone accounted for slightly more than half the 
total increase in instalment debt during May, the report said. 
Auto paper outstanding increased $193,000,000 compared with a 
rise of $167,000,000 a year earlier. 

Personal loans, up $93,000,000 compared with a $79,000,000 
increase a year earlier. Repaid and modernization loans were up 
$23,000,000 compared with a $34,000,000 rise and other consumer 
goods paper, up $60,000,000 compared with a $64,000,000 gain. 


Although the construction industry continued active during 
month fell moderately below that for the preceding month and 
May, the total valuation of building permits issued during the 
the corresponding month a year ago, reports Dun & Bradstreet. 
Inc. The aggregate of permits for 217 cities, including New York, 
last month came to $560,619,567, down 6.0% from $596,114.034 
in May 1956 and 4.6% less than the $587,820,268 a month previous. 

For New York City alone, building plays filed during May 
were valued at $63,632,718, a drop of 10.2% from $70,889,351 a 
year ago, and a decrease of 23.7% as compared with $843,437,287 
in April. 

In the first five months of the year, building permit values 
reached the highest on record, totaling $2,544,264,607. This com- 
pared with $2,492,320,462 for the similar period a year ago, or an 
increase of 2.1%. Plans filed in New York City in the cumula- 
tive period totaled $335,571,379, a gain of 9.0% from $307,763,916 
last year. 


The number of new businesses organized during May fell 
slightly to 11,986, from 12,078 in April, Dun & Bradstreet, Inc., 
reports. For the fourth straight month, charterings were below 
the year-ago level, the May figure comparing with 13,142 last 
year, for a drop of 8.8%. 

In the first five months of this year the aggregate of new 
business incorporations declined 6.6% to 60,057, from the peak 
total of 64,305 for the similar period a year ago. 


Steel Output Expected to Decline Sharply in 
July 4th Holiday Week to 79.1% of Capacity 


With prospects good for a pickup in the second half, metal- 
working sales volume is headed for a record this year, “Steel” 
magazine stated on Monday of the current week. Its estimate of 
$138,000,000,000, compared with $133,500,000,000 in 1956. Second 
half sales are expected to be 3.8% over the first six months. 

It said metalworking profits will be down slightly in the 
second half because wages and material costs are rising more 
rapidly than selling prices. 

The predictions represent the consensus of metalworking 
managers taking part in the weekly metalworking magazine's 
midyear survey of business expectations. More than 5,000 general 
managers of metalworking plants were queried. 

Four of five think second half sales volume will be as good 
as or better than that of the first. Two of three expect the second 
half to be as good as or better than the second half of 1956. Seven 
of 10 predict that their dollar volume in 1957 will be as large 
or larger than it was in record 1956, this trade weekly declares. 

Second half selling prices will be up 1.7%, compared with 
the first half’s, but manufacturing costs will rise 3.7%. Many 
managers are reluctant to adjust selling prices to recover inflated 
costs. They fear still tougher selling in a buyer’s market and 
complain that cheap imports aggravate competition problems. 

; New metalworking facilities will be brought into produc- 
tion during the second half by 28.9% of the responding com- 
panies. That is 4.5% above the first half*figure. Much of this 
activity will be in automotive and missile plants. 

In steel production and consumption, the year’s low points 
are expected to be hit over the July 4 holiday, with ingot pro- 
duction slipping several points. In the week ended June 30, the 
national ingot rate at 86% of capacity was off 2 points from that 
of the week before. 

Automotive steel buying is picking up slowly with most of 
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the tonnage in sample orders of from 1 to 100 tons ir use in die 
tryouts. 

“Steel's” price composite on steelmaking grades 
vanced another 16 cents over that of the previous week. At $55.53 
a gross ton, it is the highest since January. The composiie on 
base prices of finished steel remained at 3140.24 a met ton in the 
week ended June 26. 

The American Iron and Steel Institute announced that the 
operating rate of steel companies, having 36.1% ot the steelmak- 
ing capacity for the entire industry will be an average of 79.1 
of capacity for the week beginning July 1, 1957. equivalent to 
2,024,090 tous of ingot and steel for castings, as compared with 
84.0% of capacity, and 2,150,900 tons (revised) a week agu. 

The industry’s ingot production rate for the weeks in 1957 
is based on annual capacity of 133,459,150 tons as of Jan. 1, 1957. 

For the like week a month ago the rate was 87.5% and pro- 
duction 2,240,000 tons. A year ago the actual weekly preduction 
was placed at 302,000 tons or 12.3%. 

The operating rate is not comparable because capacity is 
higher than capacity in 1956. The percentage figures for 1956 
are based on an annual capacity of 128,365,090 tons as of Jan. 1, 
1956. 


Electric Output Last Week Declined Slightly Below 
Prior Peried 

The amount of electric energy distributed by the electric light 
and power industry for the week ended Saturday, June 29, 1957, 
was estimated at 12,111,000,000 kwh., according to the Edison 
Electric Institute. Output the past week registered 4 slight de- 
cline below the previous period. 

The past week’s output decreased 226,000,000 ‘kwh. below 
that of the previous week; it rose 613,000,000 kwh. or 5.3% above 
the comparable 1956 week and 1,973,000,000 kwh. over the week 
ended July 2, 1955. 


€ scrap ad- 


Car Loadings Advanced Fractionally in Latest Week 
But Were 6.6% Under Like 1956 Period 


Loadings of revenue freight for the week ended June 22, 1957, 
increased by 639 cars or 0.1% above the preceding week the 
Association of American Railroads reports. 

Loadings for the week ended June 22, 1957, totaled 746.764 
cars, a decrease of 52,828 cars, or 6.6% below the corresponding 
1956 week and a decrease of 44,663 cars, or 6% lower than the 
corresponding week in 1955. 


U. S. Automotive Output Rose 4.8% Above the 
Preceding Week 

Automotive output for the latest week ended June 28, 1957, 
according to “Ward’s Automotive Reports,” reached the second- 
highest January to June level in auto-history and was 4.8% above 
the week before. ; 

Last week’s car output totaled 124,494 units and compared 
with 118,805 (revised) in the previous week. The past week’s pro- 
duction total of cars and trucks amounted to 147,207 units, or a 
gain of 6.123 units above that of the preceding week’s output, 
states “Ward's,” 

Last week the agency reported there were 22,713 *rucks made 
in the United States. This compared with 22,279 in ‘he previous 
week and 20,294 a year ago. 

Last week’s output rose above that of the pre,ious week by 
5,689 cars, while truck output advanced by 434 vehicles during 
the week. In the corresponding week last year 103,034 cars and 
“0,294 trucks were assembled. 

In Canada last week, 7,700 cars and 1,476 trucks were assem- 
bled as against 8,163 cars and 1,904 trucks the week before, and 
9.228 cars and 2,444 trucks in the similar pcriod a yeur ago. 


Business Failures Point Higher in Latest Week 

Commercial and industrial: failures in the United States in_ 
the week ended June 27 were 271, against 241 a week earlier and 
249 a year ago, Dun & Bradstreet reports. The toll aiso exceeded 
the 1955 level of 231 for the some period. In Canada such fail- 
ures in the latest week were 31, against 32 a week earlier and 13 
a year ago. . 

All industry and trade groups, except commercial service 
suffered failure increases in May, lifting the month’s total of 
1,200, Dun & Bradstreet, Inc., reports. Although casualties were 
at a level exceeded only once, in March, since 1941, the rise was 
slight from the 1,175 in April and the 1,154 a year ago. 

Among wholesalers casualties climbed to a postwar peak 
with most of the month-to-month increase centered in the 
machinery and general merchandise trades. Contributing to 
heavier manufacturing tolls were textiles, lumber, printing and 
publishing, machinery, and stone, clay and glass. Little change 
occurred in retailing, except for a slight dip in apparel store 
failures and rises in the food and automotive trades. Construc- 
tion’s mild rise in May was concentrated in subcontracting, prin- 
cipally in roofing and flooring. 

Tolls were heavier in May in the West South Central States 
which experienced its-severest mortality in any month in over 
20 years. The South Atlantic, East North Central and Mountain 
States also suffered more casualties than in April. In contrast, 
New England had the smallest number of failures in six months 
and the Pacific Coast the least since January. 

Dollar liabilities incurred by the concerns failing in May de- 
clined 8° to $52,552,000, the lowest volume so far this year and 
12% below the similar 1956 month. A dip in failures above one 
million dollars more than offset increases among those under 
$5,000 and those with liabilities ranging between $100,000 and 
$1,000,000. 


Wholesale Food Price Index Remained Unchanged 
From Prior Week 

The Dun & Bradstreet wholesale food price index for June 
25 registered $6.20, unchanged from the previous week. This was 
slightly urder the year’s high point of $6.22 recorded two weeks 
ago and on March 26, last. It marked a rise of 2.6 above the 
comparable 1956 level of $6.03, but was down 3.4 from $6.42 
on the corresponding date two years ago. 

Higher in wholesale price last week were flour, 
barley, lard, cottonseed oil, cocoa, rise and steers. O: 


corn, Oats, 
the down 
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side were wheat, rye, beef, hams, eggs, prunes, hogs and lambs. 
The index represents the sum total of the i 

price per pound 

of 31 raw foodstuffs and meats in general use and its chief func- 


ren" to show the general trend of food prices at the wholesale 
evel. 


Wholesale Commodity Price Index Held to a 
Narrow Range in Latest Week 


The Dun & Bradstreet daily wholesale commodity price index 
was higher than in the preceding week and moderately exceeded 
the level of a year ago. On June 24 the index stood at 291.74, 
slightly above the 291.30 a week earlier and somewhat higher than 
the 286.44 occurring on the comparable 1956 date. 


While price increases on most grains, flour, lard and sugar 
were reported, there were slight declines on rubber, cotton and 
livestock. Another price rise on steel scrap occurred offsetting 
decreases on copper, zinc and lead. 

The ¢ uying of most grains advanced appreciably the past 
week and prices moved upward. Rye trading expanded noticeably 
as a result of official recommendation that imports be limited to 
about haif the quantity imported during the current season. A con- 
siderable rise occurred in rye prices. Although corn transactions 
lagged at the beginning of the week, trading picked up at the 
end of the period slightly boosting prices. 

While wheat prices climbed, buying was close to that of the 
preceding week. Reports indicated that wheat harvesting in the 
Southwesi was delayed as a result of unfavorable weather. There 
was a noticeable rise in exports of wheat: to India, Japan and 
other countries. A cargo of soybeans was soid to Poland. 

Grain trading in Chicago was moderately above that of a week 
earlicr, but remained below a year ago. Average daily purchases 
of grain anc soybean futures on the Chicago Board of Trade totaled 
about 45,000,000 bushels compared with 42,000,000 bushels a week 
ago and 60,000,000 bushels in the comparable period last year. 

Limitce supplies of rice were reported, as unfavorable weather 
conditions prevailed in growing areas. Rice trading was steady 
and prices aavanced slightly. A moderate rise in flour bookings 
helped lift prices somewhat. Limited supplies held sugar prices 
close to those of the prior week, but trading slackened. 

Although purchases of coffee rose considerably last week, 
prices were unchanged. The buying of cocoa expanded and ware- 
house stocks tell below those of the prior week and a year ago. 

Despite a decline in hog receipts during the week, prices de- 

clined reflecting a dip in trading. Transactions in steers were 
sluggish anc prices fell moderately, but lamb prices remained at 
the level of the prior week. Contrary to the drop in hog prices, 
lard futures prices advanced substantially. 
Cotton futures prices climbed at the beginning of the week. 
but fell on Wednesday and Thursday. Reports that the govern- 
ment may increase price supports somewhat stimulated cotton 
trading. Exports of cotton for the period ended on Tuesday of 
the week preceding amounted to above 175,000 bales according 
to the New York Cotton Exchange. This compared with 111.000 
bales a week earlier and 58,000 bales in the corresponding 1956 
. week. Total exports for the current season so far totaled about 
7,055,000 bales as against 1,996,000 bales in the comparable period 
last yea! 


Trade Volume in Latest Week Unchanged to 4% Higher 
Than Like Week of 1956 

An upsurge in the buying of air conditioners and summer 
furniture noticeably boosted total sales:of home furnishings last 
week, and moderate year-to-year gains occurred. Volume in up- 
holstered furniture and bedding was sluggish and purchases of 
linens and draperies were close to those of the preceding week. 
There was a slight increase in automobile sales and volume 
equalled that of the comparable week last year. Purchases of 
womens cotton dresses, sportswear, lingeries and some accessories 
were sustained at a high level and somewhat exceeded those of a 
year ago. Best-sellers in men’s apparel were straw hats. lightweight 
suits and beachwear. Housewives stepped up their buying of fresh 
produce, poultry and irozen foods. 

The tote! dollar volume of retail trade in the period ended on 
Wednesday ot the past week was unchanged to 4% higher than a 
year cording to estimaies by Dun & Bradstreet, Inc. Re- 
gional estimates varied from the comparable 195€ levels by the 
following percentages: New England —5 to —1: Middle Atlantic. 
East North Central and West South Central 1 to +-5; West North 


aZo, a 


Central, South Atlantic and Mountain 0 to +4: East South Cen- 
tral —2 t& 2 and Pacific Coast —4 to 0. 
A slight increase occurred last week in wholesale orders for 


men’s Fali sports coats, trousers and suits and volume equalled 
that of a year ago. The buying of women’s Fall coats and dresses 
was sustainea at a high level. Trading in the textile market was 
sluggish, with slight declines reported in woolens and worsteds. 
Orders for turniture slackened, but volume was close to that of a 
veal Retailers increased their buying of barbecue goods and 
garden implements in an effort to replenish depleted stocks. Vol- 
ume in air conditioners advanced slightly, while total bookings in 


ago. 


major appliances legged. Food buyers were interesied in fresh 
meat and dairy products. 

Departm« store sales on a country-wide basis as taken 
from the Federal Reserve Board’s index for the week ended 
June 22. 1957. increased 9% 


above the like period last year. 
the preceding week, June 15, 1957, a decrease of 2% 
For the four weeks ended June 22, 1957, an 
recorded. For the period Jan. 1, 1957 to June 
of 2% was registered above that of 1956. 

Retail trade volume in New Yerk City last week advanced 
5% to 7% above the corresponding period a year ago, store execu- 
tives report. 

Hot weather which continued in lesser degree to the week 
preceding was an important facter in stimulating trade. 
to the Federal Reserve Board's index, department 
store sales in New York City for the weekly period ended June 22, 
1957, increased 9% above that of the like period of last year. In 
the preceding week, June 15, 1957, a decrease of 1% was reported. 
For the four weeks ending June 22, 1957, an increase of 2% was 


In 
was reported. 
increase of 2°. was 
22, 1957, an increase 


ae, 


Acccraing 


registered. For the period of Jan. 1, 1957 to June 22, 1957, the 
index recorded a rise of 4% above that of the corresponding 
period of 19% 
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The Security 
I Like Best 


earnings for a 10% dilution in 
common shares. While the elec- 
trical contracting business lacks 
the growth and “romance” of elec- 
tronics, in Ling this particular 
combination appears most fortu- 
nate: the tie-in of conventional 
electrical contracting with the 
special talents of electronics’ en- 
gineers is unique and allows the 
company to bid for contracts on 
which most of its competitors 
would not qualify; contracting is a 
“bread-and-butter” business pro- 
viding the cash flow with which 
to support electronics research; 
electrical contracting has its own, 
more moderate, growth rate, for 
as mechanization and automation 
increase, the electrical contractor 
is able to get a bigger slice of the 
total construction dollar. The 
Grady division has an order back- 
log of $2.5 million and is now re- 
ported to be negotiating for a 
prime contract on a complete mis- 
sile base-——-the first major applica- 
tion of its combined electrical and 
electronic talents. 

The Elwico division manufac- 
tures and assembles. specialty 
electronic wire and cable. In co- 
operation with Raytherm, Inc., 
this division recently developed 
an irradiated wire treatment proc- 
ess which may replace many cable 
assemblies in the aircraft industry. 
Elwico is currently contributing 
sales at an annual rate of $1 mil- 
lion and could increase its busi- 
ness substantially as the irradiated 
wire finds acceptance. 

Financially, Ling is rather well 
situated. As of April 30 the com- 
panv had current assets of $2 
million with about 70° of it in 
cash and receivables: current lia- 
bilities amounted to $683,000, leav- 
ine net working capital of $1.5 
million. Ling could handle a sub- 
stantially larger -volume of busi- 
ness without resorting to new fi- 
nanecing. Capitalization consists of 
200,000 common shares-and $758,- 
000 of convertible debentures, 
convertible at $3.75 with a step- 
up in 1958. When the debentures 
are converted, in 1958 (as they 
should be), the company will have 


one million common shares out- 
standing. 
3efore concluding. here is an 


abbreviated P&L statement of the 


whole company by quarters for 
fiscal year 1957 together with 
some projections: 
Net per 
Sales Net Share 
Ist qtr. $752 77 10 
2nd atr. 1,057 107 AS 
3rd atr. 1,251 95 AZ 
4th atr. 1,500 200 29 
1956-57E 4.500 420 60 
1957-58F 8 000 925 1.15 
195° F 15.000? 2.00? 


If Ling’s contracting earnings. 
expected at 50 cents per share for 
the July 1958 year are deserving 
of a multiple of 8-10 and the earn- 
ings from the electronics division 
(60 cents per share) a multiple of 
15, the stock might come ito trade 
in the 13-15 range. As its research 
evolves in new production orders 
and its business expectations ma- 
terialize, the 13-15 range 
be on the tow side. There are 
many more interesting aspects to 
this 


even 
may 
discussed here 


business not 


due to limitations of space. 

The major investment drawback 
in Ling common is its lack of sea- 
soning in terms of market accept- 
ance. Conversely, however, if the 
stock had sponsorship 
the company was well known by 
the community, the 
Security I Like Best would not be 
trading at half its true investment 
worth. 


good and 


investment 
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By JOHN 


DUTTON 


———— es 


So You Won’t Forget 


Sometimes it is good sales pol- 
icy to discontinue calling on 
prospects if there is no evidence 
of encouragement after three or 
four contacts. I call a contact 
either a telephone call or per- 
sonal visit. Letters are the in 
between material which can be 
sent to prospects, but they do not 
constitute contacts. They only 
help to cement a relationship or 
develop a contact. F 

I once met an investor who 
owned about $20,000 worth of 
stocks, and he had $350,000 in 
‘ash in various savings banks and 
another $200,000 in United States 
government bonds. His. stocks 
consisted solely of an interest in 
two banks, one where he had been 
an officer for many years and 
another where he had a long 
friendship with the President of 
that institution. I thought I had 
a real prospect. I called him and 
I tried to do some business with 
him for over two years. I tried to 
sell him on the idea that he 
should diversify and buy some 
more common stocks for protec- 
tion of his estate but he was al- 
ways polite and said he would 
think about it. I tried tax exempt 
bonds and he said he would think 
about it. 


Finally, he went away for a 
year and when he returned, he 
called our office and asked for a 
report we had developed on a 
certain company which our re- 
search department had _ studied. 
My hopes rose again, and I sent 
him the 


report and tried again. 
He still said he would let me 
know, and he told me he had 


made no changes in his invest- 
ments. 

This man has a phobia. I could 
have guessed it long ago but 
I gave him the benefit of the 
doubt since he was an attractive 
potential account if I could get 
him to act. The catch in this 
prospect’s thinking was, he had 
enough to live on so why worry. 
He was a bachelor, alone in the 
world. and in his sixties. If no 
one sold him on the idea of a 
diversified investment program 
in 63 years, even Dutton the ex- 
pert couldn't do it. So I am not 
wasting any more time on him 
Enough is enough! 


But This Was Another and 
Different Prospect 
Six months ago a good client 
told me of one of his friends that 
he thought should buy into a spec- 
ulative situation that he was very 
much sold on. It happened that I 


had interested this client in this 
stock several years ago and he 


has acquired a substantial position 
hoping that eventually he will 
have a good-sized capital gain. 
This friend of my client lived in a 
neighboring city and after I was 
told to call him I did so. He turned 
me down at the time and it was 
all very pleasant. I later sent him 
the available data we had on this 
company and forgot all about him. 

Meanwhile, during the past six 
months, this stock had a market 
setback that, although not very 
sizable. nevertheless places it in a 
price range that appears to under- 
value the prospects of this com- 
pany. The other day a small block 
of stock came into the market and 
I looked over some of my client's 
holdings and some of the prospect 
cards I had put aside in my (Some- 
day File). I came across the name 
of this man to whom I had spoken 
six months ago and I decided to 
give it another try. I called him 
and he was in an entirely differ- 
ent position than six months ago. 
He bought, and he was happy 
about it, because he got a bette! 


price than his friend who had 
been talking to him every time 
he saw him during the past six 
months about the bright future of 
this particular company. 

The lesson here is—try to use 
judgment and size up your pros- 
pects. Don’t spend time on people 
who for one reason or another 
will not give you business, or will 
require too much of your energy 
in service for what their business 
is worth. But don’t throw away a 
lead or a prospect without giving 
it the proper cultivation that it 
requires. 

Suggestion 

In addition to an alphabetical 
file for prospects I have them sec- 
tionalized into the following cate- 
gories: (1) Large investors and 
prospects for substantial blocks of 
securities and tax-free bonds; (2) 
buyers of local bank stocks; (3) 
smaller investors interested in 
speculative issues, and (4) mutual 
fund prospects. This assists me in 
following prospects when certain 
situations arise that fit into these 
groups. You can divide up your 
prospect file box into the sections 
you need in keeping with the type 
of business you are cultivating. 


Newbury to Rejoin 
Nall. Secs. & Research 


Frank Davies Newbury, recent- 
ly resigned as Assistant Secretary 
of Detense for Research and En- 
gineering after nearly four years 
service. will 
again become 
associated 
with National 
Securities & 
Research Cor- 
poration as 
consultant on 
economic con- 
ditions, it was 
announced by 
H. J. Simon- 
son, Jr., Pres- 
ident. The 
corporation 
sponsors and 
manages the 
National Se- 
curities series of mutual invest- 
ment funds with assets of more 
than $300,000,000. 

Mr. Newbury served National 
Securities as a consultant in 1952 
and 1953 before going te Washing- 
ton and the Defense Department 
post. He also was an economist 
for Westinghouse Electric Cor- 
poration, directing forecasting ac- 
tivities for 10 vears. With 45 years 
of experience in engineering de- 
sign and administration at West- 
inghouse, he retired in 1947 as a 
Vice-President and director of 
that corporation but continued in 
a consulting capacity. 

Mr. Newbury is the author of 
“Business Forecasting,” ‘‘The 
American Economic System” and 
numerous articles on business 
forecasting. He holds a Mechan- 
ical Engineering Degree from Cor- 
nell University and is a Fellow 
of the American Institute of Elec- 
trical Engineers as well as a mem- 
ber of the American Society of 
Mechanical Engineers and the 
American Economic Association. 


Stone & Webster 


Acquires Sandeen Co. 


ROCKFORD, Il.—The business 
of S. A. Sandeen & Co., securities 
firm established in 1935, has been 
acquired by Stone & Webster Se- 
curities Corporation, according to 
an announcement made July 1 by 
E. K. Van Horne, President of the 
latter firm. 





F. D. Newbury 
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With Cunningham Gunn 


to THE FINant 

CLEVELAND, Ohio—Russell H. 
Williams is now affiliated with 
Cunningham, Gunn & Carey, Inc., 
Union Commerce Building, mem- 


b <s of the Midwest Stock Ex- 
ey 


(Special IAL CHRONICLE) 


IQ 


_ Green Erb Adds 


tL CHRONICLF) 
Ohio — John A. 
¢ is now connected with 
nm, Erb & Co., Inc., N. B. C. 
ing, members of the Midwest 
‘+k Exchange. 
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Inflation, Spending to Boom Economy 

In the midyear review of its 1957 

last December, National Securities & 

aicted that more inflation increascd 

business and Federal and local governments durin 

of the year will push 1957 Gross National Product 
J 1956 this total was $412.4 billion. 

The corporation, 


Economic Forecast published 
tesearch Corporat 
spending by individual: 
g the remainder 
to $436 bill! 


10N. 


Or) 


pre- 
and 


sponsor and manager of the National Securi- 


ties Series of mutual funds with assets of over $300 million, feels 
pert of this gain will be the result of price increases. “Unfor- 
tunately,” the review notes, “wholesale and consumer prices are 
also likely to reach new higher levels this yeai, as there is no sign 


that inflationary pressures are abatiig. 

Despite divergent trends within various industries, the Fund’s 
investment staff expects aggregate net earnings of all U. S. cor- 
porations to approximate $22.3 billion in the current year, a new 
record and up about 3% from 1956 levels. Dividend payments by 
these corporationw are expected to atiain a new peak of approxi- 
mately $12.5 billion for 1957, as compared with $12 billion last 

ear, The Fund sponsor concludes that, “The climate for invest- 
ment in selected common stocks and relatively high yield corporate 
bonds and preferred issues continues favorable.” 

The review states the belief that the Dow-Jones Industrials 
and Rails have seen their lows for the year but feels Utility aver- 
ages may be penetrated due largely to tight money conditions. 

The investment company forecasts a bulge in the defense sector 
of Federal spending and declares, “Those in positions of final 
responsibility will consider that harsh reality demands that we 


preserve our leadership in military technology. Such leadership 
requires massive outlays for modern aircraft, guided missiles and 
related programs, none of which would be affected even if the 
proposed ban on the testing of hydrogen devices were realized 
and enforced effectively by a mutual inspection system. Even the 
uggested reduction in ground forces would not have much effect 
outlays for the more expensive military equipment.” 
Further increases in plant and equipment outlays to new high 
vels are forecast in the review witn spending by public utilitic 
showing the “largest relative year-.io-yvear gains.” This industry j 
expected to establish new earnings and dividend records in 195% 
Alihouch new home starts are expected to total almost 1,000,- 
600, down from last year’s 1,118,100, the Fund’s investment staf! 
expresses the opinion that the value cf total construction will be 


up about 212% 


by virtue of rising costs coupled with increases in 
industrial 


and public construction, 

Automobile sales in i957 are expected to total about 
cars, moderately above the 5.8 million sold in 1956, 
view anticipates that steel production will rise this 
116.5 million tons, as compared with 115.2 in 1956. 

No relief on tight money is foreseen for the balance of the 
vear. The Fund’s investment staff believes that the demand for 
credit is continuing to outrun the supply of savings and that the 
“Federal Reserve shows no inclination to fill the gap by creating 
additional bank reserves.” 

No tax cuts of major importance are to be expected this year 
according to the Fund, except 


6 million 
while the re- 
year to about 


action to close “loopholes.” 


$600,000 Sale 


Financial Industrial F 


100th Dividend 


und, a 


{ - + ; Directors of Dividend Shares, 
pioneer in the field of systematic Ine., a mutual fund managed by 
mutual fund investment plans, Calyin Bullock. Ltd.. have de- 


just announced the placement of a 
$600,000 plan, the largest in its 
22-vear history. 

According to Charles F, Smith, 
President of the $79 million fund, 
the plan was developed by Miss 
Margaret Daly, a native of Denver 
who has been with FIF since 1951. 

The plan was established by a 
Colorado firm as the vehicle for 
an cmployees’ profit-sharing trust. 
The initial payment amounted to 
$60,000, with additional monthly 
payments scheduled for comple- 
tion in about five years. 


clared a dividend of 2!4 cents per 
share from net investment income, 
payable Aug. 1, 1957 to share- 
holders of record July 10, 1957. 
This is the 100th consecutive 
quarterly dividend to be paid by 
the fund since the initial dividend 
of 2 cents was paid on Nov. 1, 
1932. 


Mass. Life Fund 


Anroints Two 

BOSTON, Mass.—Massachusetts 
Life Fund Distributors announces 
the appointments of M. Richard 


Now Hogan-Rowan Co. 


‘Special to V'HEe FrnaNncraL CHRONICLE) of Massachusetts Life Fund in the 

MEDFORD, Ore. — ‘the firm Washington-Baltimore area and 
name of M. N. Hogan & Co., 38 Lawrence K. Carpenter as whole- 
South Central Avenue, has been sale distributor in the New York 


changed to Hogan-Rowan & Co. City 


area. 


Affiliated 
Fund 


A Common Stock Investment Fund 


Investment objectives of this Fund 
are possible long-term capital and 
income growth for its shareholders. 
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Dela. Income 


Fund Report 


Resources of Delaware 
Fund, launched this past 
with assets slightly in 
$120,000, totaled more than §2 
million on May 31, last, according 
to the fund’s semi-annual report. 

W. Linton Nelson, President, 
reminded the fund’s 1,255 share- 
holders that the current report 
not cover a full half-year’s 
operations. Delaware Income 
Funds fiscal year ends in Novem- 


Income 
March 
excess ot 


does 


iwocrs 

The report listed total net assets 
at $2.003,801, net asset value per 
share at $8.82, and shares out- 
etonding at 227.208 on May 31, 
last. 

common stocks accounted for 
89.63 of total resources at the 
close of the two-and-a-hall 


monthe’ neriod. The balance was 
in preferreds, 6.42°7: and cash, 
3 95 f 

csenalings of railroad and bus 


equities, constituting 12.79% of 
total net assets, represented the 
fund’s largest single investment 
bv industry. Retail stores was 
second with 12.77% . Other large 
industry holdings included: to- 
bacco, 6.89‘ utilities. 6.13'.: and 
metals & mining, 5.00% 

In a summary of Delaware In- 
come fund's investment policy. 
the report noted that investor at- 
tention has been focused on rela 
tively few securities hich have 
reached the point where thes 
provide lov vields relative to 
their price. This price build-up i: 
favored stocks. the report co 
tinued, has resulied because man 
Investors more interested 2 
capital gai {han immediate in- 
come have been buying growth 
issues. The funds management 
believes there are many stocks 


with excellent current income op- 


portunities which have not at- 
tracted invesior attention and, 
according to the report, will select 
from this latter groun those ol 
companies with good = earnings 


records and prospects. High-yield- 
ing securities ofiering the possi- 
bility of some market appreciation 
will also be sought. 


Canadian Fund's total net assets 


amounted to $46,109,513 on May 
31, 1957, compared with $38,359,- 
078 on Nov. 30, 1956, Hugh Bul- 
lock, President, told shareholders 
in the report covering the six 
months period. Asset value per 
share increased from $18.35 to 


$20.64 in 
of 12.5%. 

Two dividends at the rate of 
10 cents per share each were paid 
from net investment income dur- 
ing the first half of the 1957 fiscal 
year. 

In addition to financial state- 
ments giving details of the com- 
pany’s operations during the first 
half of its fiscal year, the report 
includes a chart illustrating its 
growth in the five years since 
organization in 1952. Canadian 
Fund was the first mutual fund in 
the United States created for in- 
vestment in Canada. 


the same period, a gain 


Nation-Wide Securities Company 


net assets amounted to $27,500- 
580, or $19.20 per share, at May 
Jl, 1957, according to the report 


accompanying the fund’s 99th con- 
secutive quarterly distribution. 
The total net assets, which com- 
pare with assets of $26,453,086, or 
$18.486 per share, on March 31, 
1957, are 57.49% in common stocks, 
17.23% in preferred stocks, 16.85‘ 
in corporate bonds, and 8.43% in 


cash and U. S. Government bonds. 


Evans, MacCormack Adds 


Tue Financtat CHRONICLE) 


LOS anadtas. Calif.—Burn- 
ham Asch has been added to the 
staff of Evans, MacCormack & Co., 
453 South Spring Street, members 
of the Pacific Coast Stock Ex- 
change. He was formerly with 
Waddell & Reed, Inc. 


(Special to 





.. Thursday, July 4, 1957 


Powell and Shields 
Joins Fundamental 


Hugh W. Long & Co., sponsors 
of Fundamental Investors, Inc. and 
three other mutual funds, has an- 
nounced the appointment of David 





Robert s. Shields 


David J. Powell 


and Robert S. Shields 
as district representatives. 

Mr. Powell, formerly associated 
with the Dallas investment bro- 
kerage firm of Eppler, Guerin & 
Turner, Inc., is a graduate of 
Southern Methodist University, 
where he captained the football 
team, He will represent the Long 
Company in the southwest. His 
office address is 4924 Greenville 
Avenue, Dallas. 

Mr. Shields, formerly 
manager for King, Merritt 
in Oklahoma City, will 


J. Powell 


district 
& Co. 


assist mid- 


western resident Vice-President 
Martin DeTamble. He will make 
his headquarters at 105 So. La 
Salle Street, Chicago. 


B. C. Christopher Adds 


KANSAS CITY. Mo. 
R. Lofgreen has become 
with B. C. Christopher 
pany, Board of Trade 
members of the New 
Exchange. 


— How: rd 
associated 
& Com- 
Building, 
York Stock 
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THE FULLY 
ADMINISTERED FUND 


Group Securities, INC. 
Incorporated 1933 
A mutual fund investing 
in bonds, preferred and 
common stocks, with the 
proportions ‘“‘balanced”’ 
in accordance with man- 
agement’s judgment. 

A PROSPECTUS ON REQUEST 
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63 Wall Street, New York 5,N.Y. 
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Pennsylvania Power & Light Company 


Pennsylvania Power & Light 
supplies electricity to a popula- 
tion of 2,160,000 in central eastern 
Pennsylvania. The service area 
has been publicized as the “Heart 
of the Market,” with one-third of 


the nation’s population within 
overnight shipping distance. It 
contains the world’s major an- 


thracite fields: a plentiful supply 
of ground and_= surface water; 
high-speed air, rail and highway 
connections with the rest of the 
country; the Pocono Mountain re- 
gions, one of the nation’s most 
famous resort areas; over 80U 
communities, only two with popu- 
lations exceeding 100,000: and a 
wide diversity of industries, in- 
cluding scores of the nation’s bet- 
ter-known companies. 


In January 1956, merger of 
Scranton Electric Company into 


Pennsylvania Power & Light was 
finally completed; and_ several 
months earlier the merger with 
Pennsylvania Water & Power Co. 
had been consummated. These 
mergers added some 100,000 new 
customers, about 389,000 kw ca- 
pacity, and new plant account of 
about $111 million: roughly the 
company’s size was increased 
about one-quarter. 

Pennsylvania Power & Light 
operates in the anthracite coal re- 
gion and has been affected some- 
what by the gradual deterioration 
of that industry. However, in- 
creasing mechanization of mining 
operations has increased the use 
of electricity, more than offset- 
ting the decline in operations. 
Also, communities in the anthra- 
cite area have succeeded in locat- 
ing plants of many manufacturing 
companies in the region, and this 
trend is expected to continue. 

Pennsylvania Water & Power 
was a hydro company, with a tie- 
in with Sate Harbor Water Power 
Corp. Over 100,000 kw of Penn 
Water’s capacity was. sold to 
neighboring utilities at the time 
of the merger and most of this 
capacity will gradually become 
available to PP&L during 1957-58. 
About $4 million of this power is 
now being sold at only 6 mills 
per kw wholesale: the company 
hopes to sell it next year at per- 
haps 2 cents per kwh which 
should improve 1958 earnings. 
There should also be substantial 
savings in operating and capital 
costs over the next few years as a 
result of the mergers. 

Pennsylvania Power & Light 
has encountered some regulatory 
difficulties in recent years. Early 
this year the company finally ac- 
cepted several orders of the Penn- 
sylvania Public Utility Commis- 
sion. These required the company 
to reduce electric rates by $1.4 
million and also to make refunds 
covering past years which (with 
interest) amounted to $9.3 million. 
These refunds have now been 
made and the reduction was re- 
flected in the 1956 earnings of 
$3.32. The company was allowed a 
5.7% return on fair value and the 
latter is apparently about one- 
fifth in excess of original cost. 

The company completed its sec- 
ond generating unit at Martin’s 
Creek about a year ago at a low 
cost of only $98 per kw. The next 
generating project will be the in- 
stallation of a 330,000 kw plant 
in 1960 at Brunner’s Island which 
should increase generating capac- 
ity about one-quarter. By 1961 
over three-quarters of the com- 
pany’s plant will represent post- 
war construction. During the dec- 
ade ended 1956 the company had 
to raise about 62% of its construc- 
tion funds by sale of securities, 
including some $84 million in 
common stock. During this pe- 
riod the equity ratio was doubled 
from 14% to over 28%. However, 





in future there should be less 
dilution from equity financing as 
it is expected that only about one- 
third of construction will have to 
be financed by new securities. In 
fact President Oakes foresees no 
financing of any kind other than 
short-term bank loans until 1959. 
The company might then have to 
sell some $68 million securities, 
plus another $26 million if bank 
loans are liquidated. Eventually 
the company h@®bes to raise the 
equity ratio to around 35-40%. 
The company has saved a great 
deal of money in the past decade 


by developing new _ operating 
economies and by bringing the 


plant up-to-date. While the price 
of coal advanced sharply this has 
been substantially offset by im- 
proved generating capacity and 
reduction in the amount of coal 
burned to produce one kwh. The 
operating ratio (calculated before 
depreciation and taxes) was re- 
duced trom 52.6% in 1946 to 
48.0% in 1956. 


Because of the problem of con- 
tinually increasing fuel costs 
Pennsylvania P. & L. is interested 
in developing atomic energy to 
compete with coal. The company 
and Westinghouse Electric are 
working as partners in the Penn- 
sylvania Advanced Reactor (PAR) 
project using the homogeneous 
reactor principle. They plan an 
atomic power plant of 150,000 kw. 
Preliminary work is being done 
at the PAR Laboratories by a 110- 
man inter-company _ technical 
team. This type of reactor will 
use a slurry—nuclear fuel in fine- 
ly-ground form suspended in light 
or heavy water—which will act 
both as a moderator and cooler. 
The company is hopeful that this 
type of reactor can be developed 
into a breeder which creates 
new fuel as it burns up its initial 
charge, 

Pennsylvania Power & Light 
has been selling recently around 
41, following the general decline 





in the utility market resulting 
from high financing costs and 


adverse rate developments. Pay- 
ing $2.40 the stock yields 5.9% 
and sells at about 12.3 times the 
earnings of $3.32 for the 12 
months ended March 31. The com- 
pany expects to earn a little more 
than this in the calender year 
1957, 
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Reading Company 


Much of the momentum of the 
very good results of 1956 for the 
Reading Company has carried 
through into the present vear. Ac- 
cordingly, this road is one of those 
to have posted gains in both reve- 


nue and net income for the first 
four months of 1957. However, 
the rate of gain has suffered a 


large degree ot erosion due to the 
venerally lower level of business 
and the dock strike at eastern 
ports early this year and, to 
net income, due to the further rise 
in expenses. A substantial cushion 
has been provided against the 
current year’s setback, neverthe- 
less, by 1956 operations which 
produced a 15.1% gain in total 
revenues, a 16% gain in freight 
revenues and, as a result of the 
lowest operating cost ratio since 
1944, an 18% gain in net income 
before charging Federal and 
Pennsylvania income taxes. 

The 16% gain in freight reve- 
nues of the Reading last year was 
a particularly healthy one in that 
it was neatly matched by the 
16% gain in freight traffic as 
measured. by ton-mileage. Due to 
“hold -downs” on coal rate in- 
creases which notably affected the 
Reading since both kinds of coal 
together represented 43% of total 
freight revenues in 1956, and to 
competitive factors that confront 
a short-haul road such as the 
Reading, and also due to the fact 
that the 6° nominal freight rate 
increase of March 7, 1956 was in 
effect only about 80% of the year, 
the over-all freight rate increase 
amounted to only about 1°. for 
the Reading. That is to say, the 
average ton-mile rate increased 
only from 1.614 cents in 1955 to 
1.623 cents last year. This means 
that the increase in unit operating 
costs had to be offset mostly by 
the stringent cost control and 
operating efficiency for which the 
Reading has established a distin- 
cuished record, 

The gain in operating efficiency 
was capsuled in the previously 
mentioned reduction in the total 
operating cost ratio to the lowest 
level since 1944. More pointedly, 
while total revenues increased by 
a little over 15%, operating ex- 
penses were up only 14.5% de- 
spite the burden of passenger and 
commuter service and heavy ter- 
minal expenses which are a par- 
ticular problem for the Reading 


as 





because of the short haul with 
which this road has to work. This 
Was Only 101.82 miles in 1956, or 
only slightiy better than the 1955 
figure of 100.49 miles. 

Much of the 1956 revenue 
is ascribed to the 30% increase in 
revenue from bituminous coal 
which was $38 million last year as 
against $29.2 million in 1955, re- 
flecting increased consumption by 
the steel industry which operated 
at a very high level on the aver- 


gain 


age last year despite the July 
shut-down, and which also re- 
flected increased takings by the 


utilities and a high level of export 
shipment. While the Reading was 
once predominantly an “anthra- 
cite road” this business has long 
since been eclipsed by soft coal, 
revenues from which were an 
even 2!» times anthracite reve- 
nues in 1956 and 2.4 times in the 
previous year. 

The territory served by the 
Reading is one of greatest den- 
sity of both population and indus- 
try. This might lead to the sup- 
position that the source of stabil- 
ity which this road has enjoyed 
is a preponderance of originated 
traffic which is the usual goal of 
railroad managements. This is not 
the case, however, for the propor- 
tion of tonnage received from 
connecting roads, which has been 
on the increase over the past dec- 
ade, reached 65!5% in 1956 and 
almost half of this, or 3112% ol 
total tonnage was “bridge” or 
“overhead” traffic. Because this 
type of traffic, which is received 
from one carrier and is turned 
over to another, does not contrib- 
ute appreciably to terminal ex- 
pense and is obtained with mini- 
mum cost of solicitation, if any, 
this trend may be viewed as one 
of the stronger points of the Read- 
ing situation. This becomes the 
more obvious if it is noted that 
“bridge” roads such as the Denver 
& Rio Grande Western and the 
Delaware & Hudson are among 
the lower cost operations in the 
rail field. 

The gain in connected traffic, 
both “overhead” and received on 
line, accounted for the greater 
part of the 1956 revenue gain 
which, it should be noted, placed 
the Reading, a laggard more often 
than not as to revenue trend in 


recent years, well out in the foree 


front in 1956. Based on the 1947- 
49 average as 100, the 1956 reve- 
nue index of the Reading was 117 
as against 114 for its Central 
Eastern District and 118 for the 
Class I total. While the Reading 
was considerably outdistanced in 
this district by the Baltimore & 
Ohio and the Western Maryland, 
each with revenue indices of 125 
for 1956, the corresponding index 
for the Pennsylvania R. R., also 
of this district, was only 108. In 
this case, however, due allowance 
must be made for the fact that the 
Pennsylvania is hampered by a 
large proportion of passenger 
revenues, a proportion that is 
nearly three times as great 
as the 5% represented by the pas- 
senger revenues of the Reading, 
The 3°> gain in freight revenues 
of the Reading in the first four 
months of this year was achieved 
in the face of a 6.1% decline in 
carloadings for this period. The 
reason for the revenue gain in 
this case lies, of course, in the 
freight rate increase granted to 
the roads last Dec. 28. This was a 
nominal 7‘ for eastern roads, but 
amounted to about 5% in the case 
of the Reading judging from the 
estimate of the road’s manage- 
ment of a revenue gain of $6.1 
million annually. As a result the 
Reading reported $2.20 per com- 
mon share for the first four 
months of the current year as 
against $1.89 for the correspond- 
ing 1956 period. It is consequently 
being estimated that, failing a re- 
cession in the rate of steel activ- 
ity, particularly in the latter half 
of this year, the Reading should 
excel the $6.65 per common share 
earned in 1956. One _ estimate, 
based on a further increase of 5% 
in freight rates under the pending 
ex Parte 206 action, and allowing 
for another 3 cent per hour “cost 
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Investment bankers were able 
to take this week’s meager fare in 
the corporate new issue market 
in stride. True, there wasn’t much 
nourishment in the smattering of 
new emissions, but distributors 
were able to draw some satisfac- 
tion at least from the brisk de- 
mand which appeared. 

To that extent things were 
quite different from a week or so 
back when bankers and potential 
issuers seemingly were unable to 
hit on terms that would satisfy 
the investor. 

Of course, with yields up where 
they are at the moment, the in- 
dividual investor can once more 
afford to take a look at some of 
the current offerings. This de- 
velops a bit more competition 
than the institutional portfolio 
manager has been used to in re- 
cent years. 

Probably it is not a very in- 
fluential element in the situation 
at the moment, but it is one that 
could grow if conditions hold. And 


judging by the testimony of 
Secretary of the Treasury Hum- 
phrey in Washington this week, 
there is no reason for anticipating 
any early Administration move 
to ease the credit situation. 

With the secondary market 


looking up and the spread be- 
tween corporates and Governments 
being adjusted appreciably, some 
of the recent laggards among new 
issues have been clearing up. 
Included are some of those which 
dipped rather sharply when cut 
loose by sponsoring syndicates. 
Most of the latter have scored 
good recovery. 

Two public utility issues which 
came to market this week en- 
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of living’ wage escalation on 
Nov. 1 in addition to the sched- 
uled 7 cent per hour wage step-up 
under the three-year settlement 
of 1956 which takes effect on Nov. 
1, places the 1957 net of the Read- 
ing at $6.75 per common share. 
The question is frequently 
asked why, in view of all these 
things, Reading common, current- 
ly selling at about 33, should be 
valued at only around five times 
per share earnings. The principal 
reason would seem to lie in the 
large proportion of these earnings 
that is represented by the tax de- 
ferment factor. This was the 
equivalent of $2.32 per share or 
35% of 1956 earnings of $6.65 per 
common share and is estimated at 
$2.26 for the current year, or 
about one-third of estimated per 
share earnings. Since this “book- 
keeping” element in earnings is 
expected to drop to about $1.65 
per common share in 1958 and to 
vanish entirely by 1960 or 1961, it 
is only prudent to calculate per 
share earnings for Reading com- 
mon “ex” this temporary factor. 
To do this would place 1957 net 
at some $4.50 per common share 
and the market appraisal of this 
stock at about 742 times this de- 
flated earnings figure is not out 
of line. At the same time the 
yield of about 6% that is afford- 
ed at the current market by the 
$2 dividend rate on Reading com-.- 
mon is scarcely “out of this 
world” under present conditions. 
While the possibility of an in- 
crease has been suggested from 
time to time, this would have to 
be limited indeed in order to have 
any degree of permanence, since 
the total payment, giving effect to 
any increase, would have to bear 
a reasonable relationship to avail-— 
able net income less the eva- 
nescent tax-deferral factor. 


countered lively bidding at com 
petitive sales and, moreover, 
were taken up readily by in- 
vestors upon reoffering. 

The largest, Southern California 
Edison Co’s $40 million of 
and refunding bonds, drew a top 
bid of 99.83 for a 4°4% coupon 
The second bid, for the sam: 
coupon, was 99.731 or less than $1 
bond difference. 
tochester Gas & Electric’s $15 
million of first mortgage bonds 
attracted a high bid of 100.409 for 
a 4%% interest rate. The runner-:- 
up here offered to pay 100.27, or 
less than $1.40 a bond below the 
winning group. Both issues carried 
non-refundable clauses for th: 
first five years. 

Market Perks Up 

Things look a little brighter 
next week for those who dis- 
tribute new securities. Borrowers 
are not rushing the ramparts by 
any means, but there is promise 
of more activity than marked the 
current period. 

Largest issue in sight is tho 

City of Montreal’s $35 million of 
debentures which will be up for 
bids on Wednesday. Wisconsin 
Telephone Co. has $30 million of 
debentures up for bids on Tues- 
day with Central Lllinois Ligh’ 
Co. due to open bids for its $15 
million of bonds. 
Water Power Co 
million bonds slated for 
offering by the negotiated route 
on Wednesday, and West Penn 
Power will market $20 million 
bonds via competitive bidding 
Several smaller offerings also are 
in prospect. 


first 


al 


Washington 
has $20 


A Bit Deceiving 

New Jersey Bell Telephone Co 
has filed with the State Public 
Utilities Commission for author- 
ity to come into the market for 
$120 million of new capital. 
- But the public will not be in- 
volved, directly at any rate, for 
the bulk of such funds. On the 
contrary, some $90 million would 
be obtained from the parent com- 
pany, American Telephone & 
Telegraph Co., which would take 
common stock for that amount. 
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indications of Current 
Business Activity 


Latest 
AMERICAN IRON AND STEEL INSTITUTE: Week 
Indicated steel operations (percent of capacity)_-------_.July % 79.1 
Equivalent to— epee 
G@teel ingots and castings (net tons)_.--_---__-------_- wotuly 7 2,024,000 
AMERICAN PETROLEUM INSTITUTE: 
Crude oil and condensate output—daily average (bbls. of Farner 
42 gallons each) —_--~~~-~-~~~.-~..--~.---~..-------=: June 21 7,237,900 
Crude runs to stills—daily average (bbls.)----------__---. June 21 %7 859,000 
Gaseline output ( bois.) _.--.---_ ~~... -------- June 21 27 313,000 
Kerosene output (bbis.)_---..---.-~...------~--------—-. June 21 1.595.000 
Distillate fuel oi] output (bbis.) _.........._.._...__............ June 21 11,751,000 
DaessGuad Gast el GINS (CUE. ) wines ecweat June 21 7,716,000 
Stocks at refineries, bulk terminals, in transit, in pipe lines— 
Finished and unfinished gasoline (bbls.) at-._-_.------ —_-June 21 189,225,000 
Kerosene (bbis.) Ot... wr ewww on nnn owen June 21 27,975,000 
wiesiiate fast 68 (Uli. ) at... ncn ccoeecnwnnncnwccccs June 21 110,282,000 
Residual fuel of] (bbis.) at......_-....-.......-.--_...._.. June 21 43,885,000 
A880OCIATION OF AMERICAN RAILROADS: nee 
Revenue freight loaded (number of cars)_--------------- June 22 146,764 
Revenue freight received from connections (no. of cars)—June 22 623,086 


CIVIL ENGINEERING CONSTRUCTION — ENGINEERING 












































NEWS-RECORD: Se ad ea 

Total U. G. eonstruction......_....... «2.2202 on nn new ne oa June 27 $330, 35,000 
Private construction —.........-........-~---...--------. June 27 136,239,000 
Dubite eonstPUssseh neue cn oo wc cc we eeeocwneeee=ce' June 27 193,696,000 

State and municipal________----------~----~----------: June 27 155 184 000 
ES ee June 27 38,712,000 
COAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coal and lignite (toms) -_.------------------ June 22 10,280,000 
Pennsylvania anthracite (tons)----------~----~---------- June 22 639,090 
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE ; 
SYSTEM—1947-49 AVERAGE = 100 ~.---------~--------- June 22 119 
EDISON ELECTRIC INSTITUTE: ’ 
Electric output (in 000 kwh.)~-------------------------- June 29 12,111,000 
FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN & we 
BRADSTREET, INC._-_~--~- oe __---.June 27 271 
TRON AGE COMPOSITE PRICES: i 

i 2 CP Th ta incmnenninninennannnnomn Si & 5.070 

Pig iron (per gross ton )------------------------------ anvusy 2 $64.56 

Scrap steel (per gross ton )__--------------------------. July 2 $54.83 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— eae 
Domestic refinery at.....---........_.-. o-egnnonenanedURe 26 28.850 
Export refinery at---------~..-------~---~-------------- June 26 27.325c 

Lead (New York) at... __~-~~...-..--.-.......-~--------- June 26 14.000¢ 

Lead (St. Louis) at ...—..-........ -......-~...------—----- June 26 13.800c 

tZine (delivered) at._-_------------~-~--~-----------~---- woes JUNC 26 11.000c 

Zinc (East St. Louis) at----.......................-..--.. June 26 1U.5U0UC 

Aluminum (primary pig. 99% ) at-_------------ onanocaus une 26 25.000c 

Straits tin (New York) at June 26 97.375¢ 

MOODY’S BOND PRICES DAILY AVERAGES: = 

U. 8S. Government Bonds___--_~----------------——~--—--—-: July 2 87 25 

Average corporate __-------~--------------------------==" July 2 92.50 

a = —_ July 2 95.92 

A® ~~~. nn rw on ee aedJuly 2 94.86 

, July 2 93.67 

i meeninnnnnnnnnnataal July 2 85.98 

Railroad Group —_~------- July 2 90.7% 

Public Utilities Group-__._............-........----— ——July 2 13.67 

Industrials Group —.-~~ ammaememen county 2 43.08 

MOODY'S BOND YIELD DAILY AVERAGES: , ate 

U. S. Government Bonds__--__~- ~~. July “ 3.60 

Average corporate ....--------~---..------—-----—---- July 2 4.24 

BRD: adintcanshean= satan July 2 4.01 

ea ee dae July 2 4.08 

ee July 2 4.16 

SII, «sth antinsanipinenshieniinahiieieniabanatnapnenitinaiaie oid July 2 4.71 

Reilroad Group —........_--_-......--------.------ aasdty 2 4.36 

Public Utilities Group__---.-------..----- July 2 4.16 

Industrials Group —.---~--~~~ — July 2 4.20 

MOODY’S COMMODITY INDEX-~--~- July 2 425.5 
NATIONAL PAPERBOARD ASSOCIATION: 

TN en June 22 230,949 

Dees COGN ... .nontnccsscscognabasenmacnsennesen -June 22 275,348 

Percentage of ectivity.._._............._.._..--- June 22 93 

Unfilled orders (tons) at end of period___._-----~--~---- -«June 22 372,551 

OIL, PAINT AND DRUG REPORTER PRICE INDEX— 
1919 AVERAGE = 100 __ June 28 110.15 





BOUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 

Transactions of specialists in stocks in which registered— 
Total purchases ,4€66,910 
SE SE nee June & 270.220 
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I ncaa ereeuneinsiininimn nae June @ 1,154,610 

;. ( Qa June 8 1,404,630 

Other transactions initiated on the floor— 

ED ctccntinitn cdemsimetnmatinnenamsenmine June 8 264,020 
rE June 8 19,400 
| Ta June 8&6 - 284,520 

Gn ee ee June 8 303,920 

Other transactions initiated off the floor— 

.. Ss ee June 8&8 493,900 
SaITTITT SUTIN sat cdc etcigss tal niall liieiatansdilanNap ean tneicttadenanehtaenenantntiients June 8 124.700 
Dt G2 dnd dtnkmadineabntinedenesnnnnsemnadn June & 542,370 

a ns ee June 8 667.570 

Total round-lot transactions for account of members— 

ee SE ee June & 2.224.830 
EEL ee ape a June 8 414,320 
I i a as i a June & 1,962,000 

Ce eee June 8 2,376,320 

STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 
EXCHANGE — SECURITIES EXCHANGE COMMISSION: 
Odd-lot sales by dealers (customers’ purchases )—t 
LL ERE a SE a June 8 1,325,257 
I a ll acca ts os ec he dein enemas June 8 $77,168,289 
Odd-lot purchases by dealers (customers’ sales)— 

Number of orders—Customers’ total sales____.___-_____ June 8 1,146,280 
Cg een June 8 7,620 
aaa June 8 1,138,660 

Doliar value ____- LE SEE SE OLE RS June 8 $56,945,845 

Round-lot sales by dealers— 

Number of shares—Total salegs_._t_tctc.....§.§...____ June 8 298.100 
RTE ea Se eI ep a a EN IY June 8 
oo ed ee ae Rarer June 8 298.100 

Round-lot purchases by dealers— 

Ee a a June 8 471,220 

fOTAL ROUND-LOT STOCK SALES ON THE N. ¥. STOCK 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 

FOR ACCOUNT OF MEMBERS (SHARES): 

Total round-lot sales— 
EE ee June 8 504 630 
7h ape, June 8 10,937,040 
ee I atic teeter atte icinenegtanemrinnin entndindnitneninanae June 8 11,441,670 
WHOLESALE PRICES, NEW SERIES — U. 8S. DEPT. OF 
LABOR — (1947-49 = 100): 
Commodity Group— 

CO ETT 117.1 

ES a June 25 90.2 

inna an bin citi emaiitinttinesinineenits June 25 105.0 

TN AE A a ae nana June 25 91.2 

All commodities other theu farm and foods_....._ ____ June 25 125.2 





“Revised figure. ‘Includes 1,065,000 barrels of foreign crude runs. 
as of Jan. 1, 1957, as against Jan. 1. 1956 basis of 128,363,090 tons. +tNumber of 
Monthly Investment Plan Prime Western Zinc sold on delivered ba 
one-half cent a pound. 
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150,000 


829,000 
,672,000 
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5.670c 
$64.56 
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29.050c 
26 .400¢ 
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248.990 
219,690 
.043,990 
263,680 


211,520 
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218.520 
234,320 


371,930 
102,450 
387,990 
490,440 
832,440 
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Month 
Ago 
87.5 


240,000 


457,350 


910,000 


102,000 


878,000 
592,000 
584,000 


,373 000 
) 


5,000 
32,000 
1,000 


903 


629 


907,000 
712,000 
,195,000 


},000 


1 
,082 ,000 


9,565,000 


487,000 
116 
,936,000 
225 


5.670c 
$64.56 
>47.50 


30.950c 
29.450c 
15.000c 
14.800c 
12.000c 
11.000c 
25.000c 
98.250c 


88.30 
95.16 
99.20 
98.09 
95.77 
87.99 
93.97 
95.92 
95.47 


95 
382,666 


110.24 


»92,010 
305,700 


.268,910 
974,610 


344,600 

23,500 
360,350 
383,850 


597,183 
141,720 
50).176 
650,896 


973,793 


470,920 


,138,436 


£609,356 


242.810 
158.913 


190,651 
11,568 


.179,083 


962,814 


486,470 


5 0,170 


11,919.650 
12,479,820 


117.2 
89.9 
105.3 
91.6 
125.2 


5,928,009 
.671,000 
.257.000 
.352,000 
3,905,000 
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latest week or month available. 


Year 


Ago 


12.3 


302,000 


7,055,850 
4,067,000 
,263,000 
.954,000 
.487,000 
696,000 


,104,000 
,583,000 
i, 793,000 
050,000 


799,592 


656,575 


,136,000 
243,000 


1093 


,498,000 


249 


5.179¢c 
$60.29 
$24.63 


45.350c 
39.900c 
16.000e 
15.800c 
14.000c 
13.500c 
24.000c 
94.625¢ 


94.93 
104.48 
108.34 
106.56 
104.14 

99.52 
102.96 
104.66 
105.86 


229,362 
281,176 


97 


443,477 


109.07 


.484,550 

255,650 
,230,420 
,486,070 


262,700 


16,600 


323,500 
340,100 


560,565 
56,500 
565,168 


621,666 
327.815 
328,750 
2,119,088 


> AAm OE 
447,838 


053,127 


.626,03! 


847.667 


4.906 


842,761 


655,436 


446,680 


30.080 


9,754,320 
10,184,400 
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101. 


a] OW 
> Gi em GI OO 


7 
12 


of 133.459.150 tons 


since introduction of 


Louis exceeds 





The Commercial and Financial Chronicle 


BANKERS’ DOLLAR ACCEPTANCES OUT- 

STANDING — FEDERAL RESERVE BANK 
OF NEW YORK—As of May 31: 

Imports 

Exports 

Domestic shipment 

Domestic warehouse credits 

Dollar exchange 

Based on goods stored and shipped between 
foreign countries 


Total 


COTTON AND LINTERS — DEPT. OF COM- 
MERCE—RUNNING BALES: 
Consumed month of May 
In consunring estublishment as of June 1 
In public storage as of June J] 
Linters—-Consumed month of Maj 
Stock June 1 
Cotton spindles active as of June 1 


COTTON SPINNING (DEPT. OF COMMERCE): 
Spinning spindles in place on June 1 
Spinning spindles active on June 1 
Active spindle hours (000’s omitted) June 1 
Active spindle hours per spindle in place May 


DEPARTMENT STORE SALES SECOND FED- 
FRAL RESERVE DISTRICT, FEDERAL 
RESERVE BANK OF NEW YORK—1917-19 


Average 100-—Month of May: 
Sales ¢averuge monthly), unadjusted 
Sules ¢average daily), unudjusted 


Sales (average daily), seasonall, adjusted 
Stocks, unadjusted 
Stocks, seasonally adjusted 


EMPLOYMENT AND PAYROLLS—U. S. DEPT. 
OF LABOR—REVISED SERIES—Mounih of 
May: 

All manufacturing (production workert) 
Durable yoods 
Nondurable goods , ; ‘ 
Employment indexes (1947-49 Avge.-—100)— 
All monufacturing a 
Puyroll indexes (1947-49 Average 109'}—-All 
munufacturing 
Estimated number of employees in manulac- 
turing industrie: 
All manufacturing 
Durable goocs 
Nondurabie yoods 


FACTORY EARNINGS AND HOURS—WFEKLY 
AVERAGE ESTIMATE — U. 8S. DEPT. OF 
LABOR—-Month of May: 

Weekly earnings 
All manufacturing 
Durivble goods 
Nondurable goods 
Hours 
All manufacturing 
Durable yoods 
Nondurable pvoods 
Hourly earnings 
All manufacturing 
Durable yvood 
Nonduruble goods a 

INDUSTRIAL PRODUCTION—BOARD OF GOV- 
ERNORS OF THE FEDERAL RESERVE 
SYSTEM—1917-49. 100—Month of May: 

Seusonally adjusted 
Unadjusted 


NEW CAPITAL ISSUES EN GREAT BRITAIN 
MIDLAND BANK LTD.—Month of May 


REAL ESTATE FINANCING IN NON-FARM 
AREAS OF UL. S.—ITIOME LOAN BANK 
BOARD--Meonth of April (0600's omitted): 

Savings and loan 
Insurance companies 
Zank and trust companie 


ociations 


Mutusl savin banks 

Individnal 

Miscellaneous letdin institutions 
Total 


SELECTED 'NCOME ITEMS OF U. 8S. CLASS I 
RYS. (Interstate Commerce Commission )— 
Month of March 

Net railway operating income 
Other income 


Total income 


Miscellianeous decuctions from jnecme 
Income available for fixed charge 
Income ufter fixed charge 

Other deductio 
Net inc 

Depreciation (way & structure & equipment) 


Federal income taxes 
Dividend appropriatior 

On onunoyn tock 

On preferred stock 
Raiio of income to tixed char 


TREASURY MARKET TRANSACTIONS IN DI- 
RECT AND GUARANTEED SECURITIES 
OF U. S. A.—Month of May 

Net seles 
Net purcha 


UL. S. GOVT. STATUTORY DEBT LIMITATION 
As of May 31 «000's omitted) 
Total face amount that 
at any time 
Outstanding 
Total gross public deb 


ve ONtstandin 


Guaranteed obligations not owned by the 
Treasurs 
Total gross public debt and guaranteed 
obligations 
Deduct—other outstanding public debt obli- 
gations not subject to debt iimitation 


Grand total outstanding 
3alance face amount of obligations, issuable 
under above authority n 
UNITED STATES GROSS DEBT DIRECT AND 
GUARANTEED—-: 000’s omitted): 
As of May 31 
General funds bajances 


Net debt 
Computed annual rat 


$26.7 


tn «] tO 


... Thursday, July 4 


Latest 
Month 


394.000 
029.000 
.061.000 
006,000 
5.259.000 


177.604.000 


)72,756 
1,405,340 
10,842,327 
104,749 
422,445 
6,246,000 


406.030 
3,246,000 
3,533,000 


&31,000 
564,000 
.267,000 


103.7 
169.2 
16,685,000 


9,856,000 
,829,000 


143 


143 


006 


(315 


245 
600 
394 


296 


7.416 


746 
670 
391 


1,193 


721 
5986 
3.48 





Previous 
Month 


4.988, 001 


181,547 .v0t 


$983,755,000 $1,017,8380,00 


307,97 
:. 915.62 
11,9394. 6 

104.33 

966,626 
16,365, 0+ 


21,539,0u' 

18.365,00\ 

10,461,004 
11¢ 


106 
13 


- 


; 950,001 


£625.00 
5,331,00 


edi 


164.7 


16,807,090 
9,917.006¢ 
6,890.00 


$38) 
"B8.2 


“(12.0 


“39.4 


“40.5 
“38. 


*$2.0: 
2.1€ 


$743,357 
115,207 
> 34,414 
99.04 
293,182 
351,15 
$1.93 
$65,754,212 
0,121, 78¢ 
85.855,992 
4.001.240 
81,854,584 
51,351,626 
4,342.13 
47,009.68 
$7.624.47 
23,555 ,40 
41,277 
6,457.01 


$278,000, 00° 
274,007,941 


102,728 


$274,110.66 


$48.50: 


$273.662,16 


4,337,83 





$268 .579,109 
2.725 


oewpe 


~ 


~ 


o 


~ 


wens 


i 


531,787 





1957 


The following statistical tabulations cover production and other figures for the 


Dates shown in first column are either for the 
week or month ended on that date, or, in cases of quotations, are as of that date: 


5244,830,000 
9.207.000 
.495.000 

372.000 
.240,000 


.317.000 


.461,000 


713.289 
.421.514 
3.904.264 

156.422 
.259,780 

276,000 


926,009 
276,000 
.128.00) 
456.4 


110 
108 
108 
128 
123 


15,063,000 
7.648 000 
5,415,000 


105.4 


157.3 


730.000 
785,000 
945,000 


$72.40 
84.86 
70.20 


40.0 
40.8 
39.0 


$1.96 
2.028 


1.80 


141 
141 


000 


420 
606 
0908 
550 
682 


044 


635 


420 


167 


000 


169 


299.362 
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Tax Exempt Federal Bonds 
And Today’s Financial Picture 


The manne: which these five 
items are handled affects the 
value of everybody's dollar, and 
in fact, the fate of the nation it- 
self. 


Presents and Answers Arguments 


Some of the arguments against 
the issuance of a tax-exempt U. S. 
Treasury bond are: 


(1) It is claimed that the gov- 
-ernment will lose revenue in that 
it is now collecting income tax 
from persons and corporations 
owbhing government bonds. Off- 
setting his argument would be 
that the tax free bonds could be 


sold at much less than the present 


coupon interest rates, and we are 
of the opinion that not one-halt 
the interest now paid on the gov- 


ernment debt is collected back in 


income tax. A careful analysis 
could shew 1ether or not we are 
correct in this thinking. 


(2) It mav be said that non-tax- 
abie Federal bonds tavor the rich. 


This is open to question. How- 
ever, my thought is that if the 
Federal Government can set the 


maturity dates over a long period 
of time, there is little or no danger 


in the issuance and sale of such 
bonds to any urchaser, regard- 
less of the size of his personal 
fortune. If estates are preserved 


or built as a result of tax-exempt 
earnings, the inheritance tax will 
ultimately take its toll. If neces- 
sary, maximum earnings allowed 
from tax-exempt securities owned 
by individuals could be placed on 


an annual basis. The importance 
of extending the short term gov- 
ernment maturities over a long 
period of time is the dominant 
factor in any event. 

(3) It will probably be said that 
the plan I suggest would hamper 
the sale of municipal bonds. It 
did not do so in years gone by, 
and due to the tact that munici- 
palities are paying in. many in- 
stances more than 4% per annum 


interest, we believe this argumeni 


falls of its own weight. 
(4) It may be said that tax-free 
government bonds would mate- 


riallv affect the sale of corporate 
bonds. We would be reminded 
that some long term bonds of the 
finest cornvorations in America are 
now selling above 442% per an- 


num, and such bonds will con- 
tinue to be attractive. In my opin- 
ion, the corporate bond market 
can never, for any great length of 
time, hold a healthy status unless 
government bonds are selling at 
or near their face value. 


Wernts Proposal Presented to 
Congress 


The idea of tax free issue is not 
new, and heretofore within recent 
vears it has been discarded on the 
belief that enabling legislation 
would not pass Congress. In my 
thinking, the members of our Na- 
tional Congress, more than any- 
one else, have the responsibility, 
by proper adjustment of the na- 
tional debt, to lift the economic 
hazard that plagues our nation. It 
is well to remember that state and 
other municipal securities are al- 
ways sympathetic to the Federal 
Government bond picture. If it 
is stebilized, their issues will also 
stabilize. I feel that if the matter 
properly presented, our Con- 
gress will look first to the over- 
all welfare of the country in this 
instance the same as others. 

The adjustment of the maturity 
date of governmental securities 
should provide much easier man- 
agement for the national debt and 
lift the day-to-day anxiety that 
must crowd in upon those charged 
with the management of the debt 
and at the same time generate 
savings to the government. 

Let’s keep in mind that, inso- 
far as the economic stability of 
our nation is concerned, the Fed- 
eral debt is $275 billion while the 
municipal is $50 billion. The 
proper management of the 
cral debt is paramount over 


is 


all 


other financial transactions in this | 


from. the 
lessen 
positive 


Shying 
problem will in 
it, and in my opinion 
steps should be taken 
U. S. Government bonds will 
stand on their own economic feet 
at or near par under 
maturities. 

For a long time, Communist 
leaders all the way back to Karl 
Marx have taught that the most 
effective way to destroy capital- 
ism is to debauch a country’s 
money—in other words, wreck Its 
financial system through inflation 


nation. away 


no wise 
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dividend of 

$.25 per share 
September 30 
rd at close of busin¢ 
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113th CONSECUTIVE QUARTERLY CASH DIVIDEND 


e Board of Directors has declared a quarterly 


ss September 16, 1957. 


on Common Stock 
1957 to stockholders of 


Wm. E. Thompson 


Secretary 
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are interested in 
slack in production. 
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tomorrow. 
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with new ideas. 
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methods that will take up the 
are willing to build for the future and not for just 
are aggressive enough to intelligently experiment 


are willing to pay for this experience and knowledge. 
will be getting an experienced trader, wholesaler 
and retailer with production. 
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.. The Commercial and Financial Chronicle 


Sound money and liberty are in- 
terwoven. 


Decries Collectivism 


One of our great business 
authorities said last week that all 
Europe is striving to become like 
America. Let’s be doubly sure that 
while Europe is becoming like 
America, we may not, because of 
inflation, be drifting toward col- 
lective statism now prevalent in 
sO much of the world. Let’s keep 
our economy as it is today: dy- 
namic, strong, and conducive to 
individual initiative. That’s the 
best defense against the followers 
of Karl Marx. We take great pride 
in the fact that ours is a land 
where a poor clerk can some day 
own a chain of stores: a tenant 
farm lad can become a plantation 
owner; a poor student can be- 
come a great scientist, a great 
teacher, a great lawyer or preach- 
er. Ours is a land in which we do 
not have to kowtow to any poten- 
tate, for there is no one that can 
tell us what to buy, what to sell, 
what to think, what to say, and 
how to pray. The maintaining of 
all these blessed privileges is con- 
tingent upon our keeping our 
governmental finances sound. So 
let’s take a positive approach to 
the solution of the problems of the 
management of the national debt 
“»~* at the same time control in- 
flation. 


With Central States 


(Special to THE Financia, CHRoNIc.Lr) 
MANSFIELD, Ohio—William R. 
O’Donnell is with Central States 
Investment Company, 271 Poplar. 


Pac. Northwest Adds 


} 


(Special to THe FrnanciaL CHRONICLE) 
PTICKENE, Oreg. — William B. 
Crow is now connected with Paci- 
jic Northwest Company, 11 West 
llth Street. 
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With Paine, Webber 


(Special to THe Frnanciat CHRONICLE) 


MADISON, Wis. Hugh A. 
Sarahan is now with Paine, Web- 
ber, Jackson & Curtis, Mr. Sara- 
han was formerly Madison rep- 
resentative for Bache & Co. 


With Commerce Trust 
(Special to Tue Financtrat CHRONICLE) 
KANSAS CITY, Mo. — William 
L. Pence is with Commerce Trust 
Company, 10th and Walnut Sts. 


Joins J. C. Flax 


(Special to Tue Financrat CHRONICLE) 
SPRINGFIELD, Mass.—William 
E. Kennedy is now with J. Clayton 

Flax & Co., 1562 Main Street. 


With Buys, MacGregor 
(Special to Tue Financia, CHRONICLE) 
GRAND RAPIDS, Mich.—Nelis 
R. Bade has become connected | 
with Buys, MacGregor & Co., Mc- | 
Kay Tower. 


Joins Smith, La Hue 


(Special to Tus FinanctaL CHRONICLE) 
ST. PAUL, Minn.—Cassell L. 
Johnson is now with Smith, La 
Hue & Co., Pioneer Building. 


With E. E. Henkle 


(Special to Tur Financia, CHRONICLE) 
LINCOLN, Neb. — Richard V.| 
Copsey is with E. E. Henkle In-| 
vestment Co., Federal Securities! 
Building. 


Joins Barret, Fitch 


(Special to THe FINANCIAL CHRONICLE) 


KANSAS CITY, Mo.—Martin J. 
Crowe, III, has become associated 
with Barret, Fitch, North & Co., 
1006 Baltimore Avenue, members 
of the Midwest Stock Exchange. 
He was formerly with Television 
shares Management Corp. 

















DIVIDEND NOTICES 





Amphenol Electronics Corp. 


At a meeting of the Board of Direc- 
tors of Amphenol Electronics Corpo- 
ration held today a quarterly dividend 
of thirty cents per share was declared, 
payable July 26, 1957, to the share- 
holders ef record at the close of busi- 
ness July 12, 1957. The transfer books 


wail noc be ciosed. 
Dated at Chicago June 25, 1957. 


FRED G. PACE, Secretary 











The DIAMOND | 
MATCH COMPANY | 
! 





A regular quarterly dividend 


of 30c per share has been declared 
by Daystrom, Inc. Checks will be 
mailed August 1 5th to shareholders 
of record July 26th. 





DAYSTROM,Inc. 
5 Murray Hill, N. J. 
Electrical and 
electronic products 





Modern furniture 





/ 
76h, CONSECUTIVE YEAR 


OF DIVIDENDS 


The Board of Directors of The Diamond Match Company 
on June 27, 1957, declared a regular quarterly dividend 


of 45c per share on the Common Stock. At the same meeting the 
Board also declared a quarterly dividend of 37'/2c per 
share on the $1.50 Cumulative Preferred Stock. 





| GROWING FOR THE FUTURE 
MATCHES - PULP PRODUCTS 


* LUMBER - 


Both dividends are payable August 1, 
1957, to stockholders of record 
July 8, 1957. 
PERRY S. WOODBURY, Secrolory and Treasurer 


BUILDING SUPPLIES - WOODENWARE | 








business August 1, 1957. 


June 25, 1957 








GOODALL 
RUBBER COMPANY 


COMMON DIVIDEND 


The Board of Directors has declared a quarterly dividend of 
$.125 per share on all Common Stock outstanding payable 
August 15, 1957 to stockholders of record at the close of 





H. G. DUSCH 
Secretory & Treasurer 
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TITLE GUARANTEE 
and Trust Company 


' 

' 

H 

' 

' 

; 

H DIVIDEND NOTICE 
te te 
rust Company have 
clared a dividend of 30 cents 
' per share designated as the third regue 
| Jar quarter-annual dividend for 1957. 
| payable August 23, 1957 to stockhold- 
! ers of record on August 6, 1957. 

' WILLIAM H. DEATLY President 








THE ATCHISON, TOPEKA AND 
SANTA FE RAILWAY COMPANY 
New York, N. ¥., June 25, 1957. 
The Board of Directors has this day declared 
dividend of Thirty Cents (30c) 
being Dividend No. 182, on the Common Cap- 
ital Stock of this Company, payable September 
3, 1957, to holders of said Common Capital 
Stock registered on the books of the Company 
at the close of business July 26, 1957. 
D. C. WILSON, Assistant Treasurer, 
120 Broadway, New York 5, N. Y. 





AMERICAN 
CAN COMPANY 


COMMON STOCK 


On June 25, 1957 a quarterly dividend of 
fifty cents per share was declared on the 
Common Stock of this Company, payable 
August 15, 1957 to Stockholders of record at 
the close of business July 25, 1957. Transfer 
books will remain open. Checks will be mailed. 

JOHN R. HENRY, Secretary 
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AIRCRAFT RADIO 


CORPORATION 
Boonton 
New Jersey 


Dividend No. 98 


On June 17, 1957, the Directors 
of Aircraft Radio Corporation 
declared a dividend of twenty 
cents (20c) per share on the 
common stock of the Com- 
pany, payable August 15, 1957, 
to stockholders of record at the 
close of business August 1, 1957. 


HERBERT M. KINGSLAND, 
Assistant Secretary 
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COMBUSTION 
ENGINEERING 


Dividend No. 215 
A Quarterly Dividend of 
Twenty-Eight Cents (28¢) per 
share on all the outstanding 
stock of Combustion Engineer- 
ing, Inc. has been declared, pay- 
able July 26, 1957, to stock- 
holders of record at the close 
of business July 12, 1957, 
Otto W. Srrauss 
Vice-Preeidont and Treasurer 














pgr, OTIS 
“ee 4) ELEVATOR 
COMPANY 





ComMMOoN Divipenp No. 203 
A quarterly dividend of $.50 per 
share on the Common Stock has 
been declared, payable July 26, 
1957, to stockholders of record 
at the close of business on July 
$. 1997. 

Checks will be mailed. 
H. R. Farpwe.l, Treasurer 
New York, June 26, 1997. 
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ter recognition. Red China will 
“buy” plenty of heavy goods— 
if Britain will sell it on the cuff. 


[This column is intended to re« 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and nay or may not coincide with 





Washington... 





fligg, Behind-the-Scene Interpretations An d You 


from the Nation’s Capital 





WASHINGTON. D. C.— Or- 
ganized labor is credited at the 
Capitol with being the guiding 
genius behind a move which 
threatens at a minimum to cah- 
cel out the postal rate increase 
bill approved by the House Com- 
mittee on the Post Office and 
Civi! Service. 

The resuit is that the postal 
deficit will spiral on and up. 

Some weeks ago the House 
Committee approved a_ bill 
which would raise the first class 
letter rate to 4 cents, the ait 
mail rate to 7 cents. second class 
rates 15% each a year for fou 
years to a total rise of 60% , and 
various increases in third class 
rates 

This bill, it 
timated, would 
posta! deficit by 


was officialls e€Ss- 


diminish the 
$462 million in 


fiscal 1958 and by $527.5 mil- 
lion a year thereafter. For a 
time it looked like economy 
sentiment was winning. Even 


opponents of the postal rate rise 
in the Senate for a time gave 
up hope of defeating this budg- 
et-improvement move and pri- 
vately predicted that if the 
posta! rate rise passed the House, 
it also would clear the Senate 
this car. 

Then, according to reports at 
the Canitol, organized labor got 
behind the drive for a boost in 
the pay of postal employees, a 
drive opposed by the Adminis- 
tration. The motivation of the 
labor crowd was the same as it 
has been in previous episodes 
of this kind. Organized labor 
believes that if it can cajole 
Congress into raising pay ot 
government employees, it im- 
proves its chances for hijacking 
a new round of substantial wage 
boosis from private industry. 


Drops Postal 
Rate Rises 

Under the circumstances. the 
Administration forces in Con- 
gress quietly withdrew the 
steam from the effort to get the 
postal rate bill on the floor. The 
pay boost if enacted as a quid 
pro cuvo for the rate rise would 
not only cancel out a large share 
of the benefit to the Treasury 
of the rate rise but would but- 
tress the case of omnipotent la- 
bor for a bigger and better 
round of wage rises. 

Accordingly the House Rules 
Committee has not even con- 
sidered a resolution to clear the 
postal rate increase for a floor 
vote. and the Senate Commit- 
tee has not even held hearings 
on the subject 

Then. last week. organized 
labor made its influence felt it 


a substantial wav. The House 
Committee reported out a bill 
proposing a flat. across-the- 
board wage boost of $546 per 
year for all postal employees 
except for rural carriers anc 


postmasters of fourth class of- 
fices. who would get a 12° in- 
crease apiece not to exceed $54¢ 
per capita. 

This, it was estimated. would 
cost theoretically only $300 mil- 
lion, or less than a full vear'’s 
benefit of $527.5 million from 
the postal rate rise. However, 
all other Federal employees 
would put on a terrific drive 
next year for their share of the 
wage raise loot. if the postal 
employees got it this year. And 
mext year is an election year. 

Presumably the Administra- 
tion, both because of its general 
stand against inflationary wage 
rises and Secretary Humphrey's 


flat opposition to the postal pay 
boost. would be compelled to 
veto the pay raise if it passed. 
However, the probabilities are 
that the postal rate increase will 
die on the vine. 


Jilousing Trend 

That fulsome package ol 
housing mortgage aids and sub- 
sidies is now worked out. The 
differences between the broad 
versions of the House and Sen- 
ate bills have been reconciled, 
and the conference bill in due 
course will be passed and be- 
come law. 

In the conference the de facto 
new and additional Senate-pro- 
posed form of public housing 
was dropped. The Senate had 
voted that there be a form ol 
FHA insurance on loans to 100% 
of value, running for 40 years, 
and paving only 4% interest 
Even if marginal “buyers” were 
not given especial eligibility for 
these loans, their terms are so 
liberal and the return on the 
investment so poor that private 
finance under presently foresee- 
able market conditions could not 
be expected to put up the moneys 
for such housing regardless ol 


FHA insurance. 

However, the Senate further 
made eligible for such loans 
persons with large families, low 
incomes, the elderly, and per- 
sons allegedly excluded from 
other housing because of race, 


creed. 

Knowing full well that such 
housing would not attract pri- 
vate capital, the Senate voted to 
provide that the Treasury itself 
would provide the funds for 
such housing through the Fed- 
eral National Mortgage Assn. 

This particular innovation the 
conferees dropped. 


color, ov 


Comes Up Again 

However, even though this 
potentially expensive project 
failed this year, Capitol observ- 
ers assert that it is bound to 
come up again, not certainly 
sooner than next year. 

For well over a decade the 
provision of aid for “middle in- 
come housing” has been an ob- 
jective of the “liberals” of both 
parties. By “middle income” the 
backers of this scheme actually 
mean all families whose income 
is so poor that they cannot even 
get the cheapest FHA and VA 
sales housing, not even in sub- 
divisions where every house 
looks alike and all look like 
glorified chicken coops with a 
few sprigs of grass and shrub- 
beryv to make them look remin- 
iscent of homes. 

On the other hand, the lowest 
income groups are eligible for 
public housing. 

In other words “middle in- 
come” means those millions of 
families not quite poor enough 
to qualify for occupancy of pub- 
lic housing at say half of com- 
mercial rent, but not well enough 
off to buy the mass sales hous- 
ing under FHA and VA of the 
lowest price. 


Mass Vote 
This isan to whom 
“mid- 


t] 
cile-income” housing are appeal- 
] 
Cy 
© 


lass vote 
1e advocates of so-called 
g. Stopped this year, advo- 

ites of this broad new categorv 

{f aid mean to push hard next 
year. 

Furthermore, FHA terms are 
already so liberal as demon- 
strably in the present era to put 
many such insured loans beyond 









































‘“‘Who’s the wise guy at the other end?7—It keeps say- 
ing *Wouldn’t you like to know’!’’ 


the reach of private sources of 
junds. This indicates that the 
inexorable trend will be to lib- 
eralize still more down to the 
lowest levels. 


Competition for Liberalism 

As a matter of fact. with om- 
nibus housing bills each vear 
liberalizing mortgage terms to 
greater limits than the previous 
ones, it is a serious possibility 
that within a few years the gov- 
ernment may find itself offering 
furniture free to those who will 
take government-insured loais 
financed indirectly through the 
government. Such a possibility 
is not rated as fantastic by hous- 
iiig legislators. 

Many of the more thoughtful 
“liberals” privately regret keen- 
ly the fact that the terms of 
government-sponsored housing 
are incessantly becoming more 
liberal year after year. Yet, with 
the Administration itself pro- 
posing further liberalizations, 
they feel compelled to go farther 
and farther off the deep end 
into the realm of make-believe. 


Alternatives 

Some of the more sober leg- 
islators see two alternative pos- 
sibilities developing shortly if 
this competition continues much 
longer between the Administra- 
tion and Congressional “liber- 
als” to further depreciate the 
standards of housing finance. 

One possibility is that as al- 
ready has happened in many 
sectors, government - sponsored 
housing credit will become so 
silly as to-die out. Industry will 











attention to it. Such 
fantastic terms will be on the 
books but will not be used. 

The alternative is that as in- 
creasingly larger segments of 
government - sponsored housing 
finance separate themselves 
from both reality and sanity, 
that the “liberals” will feel that 
they are forced to pump direct 
Treasury money into housing 
and that this will become a 
charge, if technically outside the 
budget, of several billiens per 
year, 


pay no 


Red China Trade 

Most officials believe that the 
hope of Britain and some other 
countries for substantial trade 
with Red China now that they 
have kicked over the restraints, 
is just a foolish mirage. 

They point out that although 
Red China had some $1.6 bil- 
lion of combined import and ex- 


port trade in 1955, 80% of this 
was with the Soviet Empire. 
Red China, they believe, has 


very little to sell in the way of 
non-competitive raw products 
and only a few manufactured 
goods. One of China’s most val- 
uable exports, tungsten, is heav- 
ily pre-empted by Russia. 

In terms of depreciation of the 
value of money, this $1.6 billion 
is not a spectacular gain over 
the some $500 million of trade 
China had during the peak vol- 
ume of such trade, in the 1930's. 

It is expected that the “open- 
ing up” of Chinese trade will 
prove to be as much of a mi- 
rage as was the hope of large 
sales by the U. S. to Russia af- 
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COMING 
EVENTS 


In Investment Field 





July 12, 1957 (Los Angeles, Calif.) 
Bond Club of Los Angeles an- 
nual Field Day at the Oakmont 
Country Club, Glendale. 


Aug. 1-2, 1957 (Denver, Colo.) 
Bond Club of Denver-Rocky 
Mountain Group of IBA annual 
summer frolic and golf tourna- 


ment at the Columbine Country 
Club. 


— 1957 (Santa Barbara, 
Investment Bankers Association 


Fall Meeting at Santa Barbara 
Biltmore. 


Oct. 7-8, 1957 (San Francisco, Cal.) 
Association of Stock Exchange 
Firms Board of Governors meet- 
ing at Mark Hopkins Hotel. 


Oct. 10-11, 1957 (Los Angeles, 
Calif.) 
Association of Stock Exchange 
Firms Board of Governors meete 
ing at Beverly Hills Hotel. 


Nov. 3-6, 1957 (Hot Springs, Va.) 
National Security Traders Asso- 


ciation Annual Convention at 
the Homestead. 


Dec. 1-6, 1957 (Hollywood Beach, 
Fla.) 
Investment Bankers Association 
Annual Convention at Holly- 
wood Beach Hotel. 


April 23-25, 1958 (Houston, Tex.) 
Texas Group Investment Bank- 
ers Association annual meeting 
at the Shamrock Hotel. 

June 9-12, 1958 (Canada) 
Investment Dealers’ Association 
of Canada annual convention at 
Manoir Richelieu, Murray Bay, 
Quebec. 


Oct. 29-Nov. 3, 1958 (Colorado 
Springs, Cole.) 
National Security Traders Asso- 
ciation Annual Convention at 
the Broadmoor, 


Hornblower & Weeks Adds 


(Special to THe Frnanwcrat CHRronic it 


CLEVELAND, Ohio — Richard 
D. Merchant has become con- 
nected with Hornblower & Weeks, 
Union Commerce Building. 


Joins Livingston, Williams 
(Special to Tue Frnanciat Curo 
CLEVELAND, Ohio — Aura R. 
Bradley has joined the staff of 
Livington, Williams & Co., Inc., 
Hanna Building. 


With Wachob-Bender 


(Special to THe Financrat 


I Cure . . . 
OMAHA, Neb.—C. Arthur Hall- 
berg is now with Wachob-Bender 


Corporation, 3624 Farnam Street. 





TRADING MARKETS 


Botany Mills 
A. S. Campbell Co. Com. 
Fashion Park 
Indian Head Mills 
United States Envelope 
Morgan Engineering 
National Co. 
Riverside Cement 
Flagg Utica 


LERNER & CO. 


Investment Securities 
10 Post Office Square, Boston 9, Mass, 


Telephone Teletype 
HUbbard 2-1990 BS 69 
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Investment Association of New York 


wpa 


Sterling McKittrick, Ingalls & Snyder; E. B. de Selding, Spencer Trask & Co.; James F. Draper, R-bert Menschel, Goldman, Sachs & Co.; Charles Zimmerman, Goldman Sachs & Co.; 
McDonnell & Co. Richard Broome, Central Republic Company 





A. Parker Hall, Jr., Shearson, Hammill & Co., Chairman of the Robert F. Seebeck, Hemphill, Noyes & Co.; William G. Gallagher, William Clayton, E. F. Hutton & Company; Norman Bentley, R. S. 
Entertainment Committee; Robert Lee, White, Weld & Co. Kidder, Peabody & Co. Dickson & Co., Inc., A. M. Murray, Jr., E. F. Hutten & Company 


es 


* 


Alan Weeden, Weeden & Co.; Paul Voigt, First Boston Corporation; Spike Thorne, John Andresen, Riter & Co.; Paul Hood, Kidder, Peabody & Co.; Jack Harned, Glore, Forgan & Co.; 
Scudder, Stevens & Clark Dave Hamilton, Equitable Securities Corporation 


. : . . : miit illi i lin; William Fallon, Emenuel, Deetien & Co.; Fred Weintz, Goldman 
Ralph De Paola, Garvin, Bantel & Co.; George Garvin, Jr., Garvin, Bantel & Co.; Martin T. Griffin, William Cullen, Carlisle & Jacque i ’ . 
J. P. Morgan & Co. Incorporated; Ned Byrne, Byrne & Phelps, Inc. Sachs & Co.; Win Eldredge, Putnam & Co., Hartford, Conn. 
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Eleventh Annual Outing 


Bill Mayo-Smith, Merrill Lynch, Pierce, Fenner & Beane; Jim Roser, Smith, Barney & Co.; David Brace Young, Reynolds & Co.; Charles Maspero, R. D. White & Company; Dave McMillan, 
Lynch, Kidder, Peabody & Co.; George Strong, Smith, Barney & Co. W.C. Langley & Cc.; Richard Baldwin, Reynolds & Co. 


Jim Lew:‘s, Goldman, Sachs & Co.; Pete Hager, Geldrman, Sachs & Vance Van Dine, Morgan Stanley & Co.; Robert Bennett, Vernon Lee, American Stock Exchange; Byam Stevens, Abbott, 
Cc.; Lewis Kaufman, Goldman, Sachs & Co. White, Weld & Co. Proctor & Paine; Renwick Case, Discount Corporaticn of New York 


J. H. Sedimayr, Merrill Lynch, Pierce, Fenner & Beane; J. H. Manges, Kuhn Loeb & Co.; J. B. . H. Howard, Reynolds & Co.; K. F. Mountcastle, Reynolds & Co.; Brock Thompson, R. W. Press- 
Samson, Merrill Lynch, Pierce, Fenner & Beane; D. S. Woodman, Merrill Lynch, Pierce, Fenner & Beane prich & Co.; D. McDonnell, McDonnell & Co. 


j ’ 
Alvin Ruml, Hallgarten & Co.; Tom Unterberg, C. E. Unterberg Towbin & Co.; Walter Stern, George Bentley, First Boston Corporation; Duncan Miller, Laird & Company, Corporation; Michael 
Burnham and Company; Charles J. Petschek, Kuhn, Loeb & Co. Giblin, De Coppet & Doremus; John C. Moccia, Eastman Dillon, Union Securities & Co. 
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Held Friday, June 28, 1957 


R. J. Daeschler, W. H. Morton & Co., Incorporated; T. W. Kolle, Jr., Hemphill, Noyes & Co.; Bill Burton, Harriman Ripley & Co. Incorporated; Jim Baynes, First Boston Corporation; Jack Kelsey, 
P. D. Smith, Hemphill, Noyes & Co.; Hugh G. Petersen, Jr., Hemphill, Noyes & Co. Eastman Dillon, Unien Securities & Co.; Bill Steen, First Boston Corporation 


Selivey Grenget, Sx. Grammer @ Company; Wer Mathineen, J. W. Middendorf, Wood, Struthers & Co.; Stu Lovejoy, Reynolds George Bell, Drexel & Co.; Edward Shean, Lazard Freres & Co.; 
Schoellkopf, Hutton & Pomeroy, Inc. & Co.; Peter Philip, W. H. Morton & Co. Incorporated Harry Harwood, Drexel & Co. 


& 
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W. J. Roome, Dominick & Dominick; F. S. Wonham, G. H. Walker & Co.; R. Balsam, Dominick D'ck Karvenbrock, Blyth & Co., Inc.; Bud Treman, Dillon, Read & Co., Inc.; Gene Cooke, White, 
& Dominick; W. T. McIntire, R. S. Dickson & Co., Inc. Weld & Co., New Haven, Conn.; Hank Clifford, White Weld & Co. 
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Laurence Quinlivan, Blyth & Co., Inc.; Steve Brodie, Blyth & Co., Inc.; Roy Turney, Blyth & Co., Inc., Sam Myer, J. Barth & Co.; Dick Vivian, First Boston Corporation; Prate Stack, Bankers Trust 
Los Angeles; J. S. Smith, De Coppet & Doremus Company; Frank Cullum, W. C. Langley & Co. 
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Apawamis Country Club 


George Carey, First Boston Corporation; Donald H. Newman, Allen & Company; Duer McLanahan, Richard Wolfe, Hayden, Stone & Co.; Andrew Eberstadt, F. Eberstadt & Co., Inc.; Henry F. Willems, 
Glore, Forgan & Co.; Eugene L. Oakes, Allen & Company Hornblower & Weeks; Edward J. Karlsson, F. S. Moseley & Co. 


Lennart J. Gren, Osborne & Thurlow; John Loomis, First Boston Doug Campbell, First Boston Corporation; Bob Strachan, Peter Stachelberg, Hallgarten & Cc.; Morgan Murray, B. J. Van 
Corporation; Robert Austin, Kidder, Peabody & Co. Morgan Stanley & Co. Ingen & Co., Inc.; Don Boyle, Drexel & Co. 


Miss Rose Marice Pollio, Harris, Upham & Co.; William N. Schill, Reynolds & Co.; Ralph Peters, J. Wright Rumbaugh, Dominick & Dominick ; Nick Harris, R. W. Pressprich & Co.; Douglas J. 
Discount Corporation of New York; Al Ruml, Hallgarten & Co. M. Graham, R. W. Pressprich & Co.; Vincent Banker, R. W. Pressprich & Co. 
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Jim Carroll, Butler, Herrick & Marshall; Phil Dresdner, Henry Herrman & Co.; John Hilson, Wertheim & Co.; Donald Stone, E. H. Stern & Co.; Allan Weintraub, Bear, Stearns & Co 
J. Hyde, Henry Herrman & Co. , , , . 





$ 


ee 
& 

Es 

@ 


hes 





